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Inasmuch as labor represents an exceedingly large proportion of the 
operating costs of a utility corporation, it is an important factor in the 


determination of utility rates. 


In the face of the present economic re- 


adjustments, the attitude of our lawmakers, of the courts, of the utility 


industry, of labor, and of the public toward strikes, and 
enterprises “charged with public interest,” 
tion, represent problems of moment. 


outs on 
and toward a arbitra- 
This article—the first of a series 


of two—sets forth these problems and points the way toward the 
solution of them. 
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ic readjustments, the employees 
of the public utility companies 
should go on strike. 

What should or could Uncle Sam 
do about it? 

It is not altogether a new question 
to ask what is the correct govern- 
ment policy concerning labor disputes 
which may develop between manage- 
ments and wage earners of the public 


UPPOSE, in these days of econom- 


utilities. But with the increasing 
complexity and interdependence of 
present-day society, the question is 
one fraught with ever-growing sig- 
nificance. 

A vivid passage in Stuart Chase’s 
“Men and Machines” well expresses 
the problem: 

“The menace of overspeilization 


in the sense that we are i 
dependent for our food, water, and 
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stark necessities upon a complicated 
mechanical process which only a few 
technicians understand in detail, and 
which nobody understands m toto, 
has rarely been touched upon—let 
alone registering, however passively, 
on the public consciousness. We turn 
a handle and water comes. If it does 
not come, we telephone in some in- 
dignation to the plumber, who makes 
it come. Where it comes from, and 
by what process, we neither know 
nor care. We would as readily think 
of the sun standing still as 
of water not flowing—after a due 
amount of telephoning and tinkering 
—from faucets. Yet a handful of 
earnest technicians could, in a few 
hours’ time, bring just such a miracle 
to pass; and before connections could 
be reéstablished by amateur engineer- 
ing—if indeed they could be re- 
éstablished at all—we should run 
screaming with thirst to the scum of 
the salt water tides. An engineer 
once told me how something in the 
order of one hundred key men, oper- 
ating in veins of water, power, gas, 
sewage disposal, milk supply, com- 
munication, could bring the life of a 
great city to an end—almost as near- 
ly as though its every crevice had 
been soaked with poison gas. Even 
in rural areas with the growing use 
of electric power, the telephone, gaso- 
line, and imported food stuffs, the 
factor of dependence on an unknown 
technology is very great. When a 
fuse blows out in my suburban home, 
we can neither see, cook, nor keep 
warm. If the current is shut off in 
the depth of winter, the house be- 
comes uninhabitable within a few 
hours. . The machine has presented 
us with a central nervous system, 
protected with no spinal vertabrae, 
lying almost naked for the cutting. 
If for one reason or another, the 
severance is made, we face perhaps 
a terrifying, perhaps a mortal crisis. 
All previous cultures have got along 
with hardly any central nervous sys- 
tem at.all; they could be destroyed 
only village by village, for each was 
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largely self-sustaining. . You 
may object that no great disaster has 
ever overtaken a mechanical metrop- 
olis. With the exception of Tokio, 
this is true. We must remember, 
that the whole development is very 
recent, permitting no adequate his- 
torical testing-time as yet. Day by 
day the complexity, and hence the 
potential danger, accelerates ; materi- 
als and structures ceaselessly and 
silently deteriorate. One may look 
for some very ugly happenings in the 
next ten years.” 


| * pe Chase emphasizes the key 
importance of the technical en- 
gineer, it is scarcely less true that the 
services of numerous groups of highly 
skilled wage earners in a wide range 
of occupations are equally essential to 
the continued functioning of our pub- 
lic utility industries. Locomotive en- 
gineers, linemen, workers in central 
power stations, and repair men for 
gas companies are only a few typical 
examples that call attention to the 
leading roles these employees play in 
the smooth and uninterrupted opera- 
tion of the utilities. 

The withdrawal of the labor of any 
of these workers would lead to pro- 
foundly serious and possibly disas- 
trous consequences. 

At the best, failure of the utility 
employees to perform their regular 
duties would cause loss of time and 
money to their own industries, to oth- 
er dependent industries (do any im- 
portant exceptions exist?), and to the 
general consuming public. 


‘T? convey the impression that the 
seriousness of the whole problem 
is bound up with the services of en- 
gineers and skilled workers solely 
would amount to undue simplification. 
A street-car motorman, in spite of the 
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responsibility placed upon him, does 
not need to have a high degree of 
technical skill, but this does not great- 
ly reduce the necessity for him and 
his fellows to continue on the job. 
Of possibly less immediately pressing 
need in some industries is the service 
of those engaged in the maintenance 
of equipment. But the shopmen’s 
strike of 1922 fully demonstrated that 
these workers are in a position to slow 
up and, under some conditions, almost 
completely disorganize railroad serv- 
ice. 

For the sake of accuracy, however, 
one should avoid exaggerating the 
admittedly serious nature of the prob- 
lem. In certain branches, at least, of 
the public utilities, probably the pub- 
lic is not as defenseless as it was fif- 
teen or twenty years ago. This ap- 
plies particularly to most branches of 
transportation. The automobile af- 
fords a substitute which, within lim- 
its, can considerably mitigate the ef- 
fects of complete stoppage of street 
car and railroad service.’ The air- 
plane, also, may be expected more and 
more to offer an alternative mode of 





1A practical demonstration of this fact was 
iven in the British General Strike in 1926. 

ilroad transportation was stopped alto- 
gether, but there were numerous volunteer 
truck drivers, thus permitting food supplies 
to reach the population of the cities. 


travel. On the other hand, ‘possible 
substitutes for elevated and subway 
systems in large cities, in view of the 
great street congestion, are difficult to 
visualize on anything approaching an 
adequate scale. 

While alternative means of trans- 
portation may to some extent alleviate 
the maximum conceivable public in- 
convenience, this would not be an 
unmixed benefit in the view of the 
officials and owners .of the- utilities 
whose service was completely cut off. 
In fact, from their point of view, pos- 
sibly the more severe the tie-up of 
service, with resultant. public distress, 
the more likely legislative intervention 
will take place designed to guarantee 
continuity of service. 


Wee public interest in the 
future is likely to regard unin- 
terrupted utility service as of greater 
or of less vital concern than it does 
now, special importance attaches to 
the electric and gas utilities. They 
have become indispensable to a high 
degree in a variety of their uses. 
Electric power generation and distri- 
bution especially are experiencing 
spectacular expansion. The rapid de- 
velopment now under way in the 
growth of natural gas distribution is 
also of marked significance. Any at- 
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become manifest toward making illegal strikes in those 


q “THERE should be no great reason for surprise if efforts 


occupations where stoppage of work would jeopardize the 
normal producing and consuming functions of society. . . . 
Since the utilities are under compulsion by the terms of 
their franchises to provide continuous service, it 1s only 
just that labor, as one of the agencies upon whom this de- 
pends, should be coerced, if necessary, into performing 


its duties.” 
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tempt, therefore, to assess the full im- 
port of future tendencies is forced to 
recognize that society’s dependence 
upon these utilities is certain to be- 
come more and more complete. Here, 
assuredly, as well as in the case of 
water supply, the picture drawn by 
Chase is anything but overdrawn. 
Even if, as some writers predict,? 
that the development of the power in- 
dustry will ultimately lead to a great- 
er decentralization of population—in 
contrast to the centralization and con- 
gestion for which our method of 
utilizing the steam engine has been 
largely responsible—this more even 
distribution of people will hardly be 
characterized by the self-sufficiency 
that prevailed before the coming of 
machine civilization. Towns, vil- 
lages, and farms, as well as cities, are 
destined to depend more and more up- 
on the continued supply of electricity 
over the high tension wires. 
Consequently, there should be no 
great reason for surprise if efforts be- 
come manifest toward making illegal 
strikes in those occupations where 
stoppage of work would jeopardize 
the normal producing and consuming 
functions of society. To many of 
those associated with the utilities and 
to not a few additional citizens it will 
be taken for granted that legislation 
of this kind is eminently right and 
proper. Forceful argument can be 
advanced for the view that since the 
utilities are under compulsion by the 
terms of their franchises to provide 
continuous service, it is only just that 
labor, as one of the agencies upon 
whom this depends, should be co- 





2 For example, Warren S. Thompson: “The 
Future of the American City,” American 
Mercury, July, 1930. 


erced, if necessary, into performing 
its duties. 


HIS argument has a strong logi- 
cal appeal. Furthermore, as we 
have seen, public interest is deeply in- 
volved. There are, none the less, oth- 
er logical as well as psychological 
factors deserving of due considera- 
tion before one ought to be prepared 
to adopt settled convictions concern- 
ing the public policy that is called for. 
It is well to recognize, in so far as 
labor unions express an opinion, their 
leaders will vociferously maintain 
that the “inalienable right” to quit 
work must not be abridged by accept- 
ing such a proposal. “Involuntary 
servitude,” it will be asserted, is to 
be established. 

“Tnalienable rights,” however, are 
hardly at stake, for the individual 
right to quit work is not synonymous 
with the collective “right to strike.” 


HE right to strike in competitive 

private industry is fairly general- 
ly recognized by legislative bodies and 
the courts. But it is not improbable 
that, on grounds of public interest, the 
courts would be favorably disposed 
toward validating legislation which 
sought to make illegal strikes and 
lockouts in the utility industries. 
This requires immediate qualification 
by adding that such would doubtless 
be the attitude of the courts, provided 
they were convinced that public opin- 
ion was preponderantly in favor of 
such legislation. It may be thought 
that public opinion should not be a 
vital influence in determining the is- 
sue. But we start with the implied 
proposition that public interest rather 
than property right is the prime con- 
sideration. It would then evidently 
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The Attitude of the Courts toward Legislation 
Affecting Utility Strikes and Lockouts: 


“a? is not impossible that, on grounds of 
public interest, the courts would be favor- 
ably disposed toward validating legislation 
which sought to make illegal strikes and lock- 
outs in the utility industries. This requires 
immediate qualification by adding that such 
would doubtless be the attitude of the courts, 
provided they were convinced that public opin- 
ion was preponderantly in favor of such legis- 





lation.” 








follow that the public’s opinion of its 
own interest would bulk large in the 
final disposition by the courts of legis- 
lation of the type under examination. 

The mere fact that to obtain a law, 
necessarily a majority of the legisla- 
tive body involved must give its ap- 
proval, might appear to dispose of any 
doubt in regard to the real nature of 
public opinion, although only the 
credulous will hold that this invari- 
ably follows. But even though sup- 
port from a clear majority of the 
citizenship appeared to be evident, if 
public opinion seemed to be rather 
closely divided, the courts might hesi- 
tate to allow such drastic legislation 
to stand. 


HERE is no denying the fact that 

to a numerous body of opinion, 
such anti-strike legislation would be 
looked upon as exceedingly drastic. 
Doubtless it would be so regarded by 
many utility employees. Organized 
wage earners in other industries 
would also certainly view with mis- 
givings legislation seeking to abolish 


the precious “right to strike’: they 
would fear a law of this kind as an 
entering wedge destined eventually to 
apply to workers outside the utility 
industries. How non-union wage 
earners would stand is possibly de- 
batable. The writer is convinced, 
however, that to the extent they were 
politically effective, on this issue non- 
union workers would largely follow 
the lead of organized labor. 

If opposition from working class 
sources be accepted as probable, and 
taken fully into account, the question 
remains whether other sections of the 
public would support bills which con- 
template the outlawing of strikes in 
industries affected with a public in- 
terest. It is difficult to answer un- 
equivocally, because, for one reason, 
“the public’ is comprised of very 
divergent elements. All of those who 
are not wage earners, organized or 
otherwise, do not automatically be- 
long to the business class. Those who 
belong to professional groups would 
doubtless preponderantly favor leg- 
islation acceptable to business in- 
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terests, although their support would 
be somewhat short of unanimous. 
| iy the issue were not complicated 
by other factors, it is probable 
that the rural population would more 
strongly favor anti-strike legislation 
than any other group—with the ex- 
ception, of course, of the business 
class. 

Agriculturalists are inclined to view 
with marked disapproval the (some- 
times imaginary) high wages and 
short working day of city labor. 
Traditionally, strikes have impressed 
the farmer as highly objectionable, 
although it will doubtless be recalled 
that in recent years large numbers of 
dairy farmers, as an outgrowth of 
disputes with milk distributors in 
Chicago and Kansas City, resorted to 
strike tactics ordinarily thought of as 
confined exclusively to city wage earn- 
ers. And the lawless proclivities of 
the metropolitan bootlegger appear to 
enjoy a more or less honorable in- 
heritance from the celebrated farmer 
moonshiners of the southern moun- 
tains. 

In fact, the nearest approach to ef- 
fective general anti-strike legislation 
we have had in the United States was 
in Kansas where, obviously, the 
farmer-controlled state legislature was 
responsible for the Industrial Court 
Act. But in the eyes of the United 
States Supreme Court * the terms of 
the law went too far in that indus- 
tries were included, e. g., meat pack- 


ing and coal mining, which were not 
deemed affected with a public interest. 


OME doubt, however, exists wheth- 
er the rural section of the popula- 
tion can be relied upon to support con- 
sistently legislation of the nature 
with which we are here concerned. 
On the sole score of preventing 
strikes, the attitude would probably be 
favorable. But it so happens that just 
at present the utilities, particularly the 
power companies, are not noticeably 
popular in some of the leading agri- 
cultural states. This conclusion seems 
to be warranted when the last election 
results are contemplated. Whether 
the attitude disclosed by the election 
is merely a passing phase remains to 
be discovered. 

In any event, for the immediate fu- 
ture it is well to recognize the exist- 
ence of a cross-current of interest in 
some states where farming is the dom- 
inant industry. Resultant complica- 
tions of this nature may lead to di- 
vided political attitudes not otherwise 
anticipated on such an issue as strike 
legislation. 


HE examination briefly essayed 

here of probable legislative lean- 
ings is clearly to the point. For a 
realistic view of the forces at work in 
shaping economic legislation will 
quickly make evident that our enact- 
ments are largely the product of 
group pressures, irrespective of 
whether these groups be identified as 





3 Wolff Packing Co. v. Court of Industrial 
Relations, 262 U. S. 522, P.U.R.1923D, 746. 
In this decision, however, Justice Taft ex- 
pressed the court’s view in such a manner 
as to indicate that the constitutionality of 
legislation dealing with disputes on public 
utilities would bé maintained: “The regu- 
lation of rates to avoid monopoly is one 
thing. The regulation of wages is another. 
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A business may be of such character that 
only the first is permissible, while another 
may involve such a possible danger of monop- 
oly on the one hand, and such disaster from 
stoppage on the other, that both come with- 
in the public concern and ag of regu- 
lation.” See also Wilson v. New (1917) 243 
U. S. 332, 61 L. ed. 755, the case upholding 
the Adamson Act. 
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“blocs.” True, there are underlying 
long-time influences at work which 
tend to modify “public opinion.” 
One of these influences will doubtless 
be the rapid growth in importance of 
some of our newer public utilities, es- 
pecially the electric power industry— 
an economic factor which may create 
significant modifications in prevailing 
group psychologies. Conceivably, the 
change in attitude may not be a long 
time in arriving. But if and when 
this takes place, it will be because 
some of the major economic groups 
in the community, which as a rule do 
not see eye to eye on all matters eco- 
nomic, have taken a sufficiently posi- 
tive stand on anti-strike legislation as 
to build up a majority among their 
representatives in Congress or in the 
state legislatures. 

To this point in our analysis the 
legislation under consideration has 
simply been described as “anti-strike 
legislation.” It may be put down, 
however, as a reasonable certainty 
that any law or laws forbidding 
strikes will be accompanied by provi- 
sions establishing compulsory arbitra- 
tion or a type of procedure which, 
whatever attractive descriptive title 
may be employed, will substantially 
amount to compulsory arbitration. 


His result would come about in 
the following manner: When 
pleas are advanced in favor of bar- 
ring strikes and lockouts, it will be 
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contended that the nation or state can- 
not legitimately intervene in disputes 
unless machinery is provided for their 
adjustments. Since the “adjust- 
ments” sought are to avoid, by com- 
pulsion, if necessary, a break in rela- 
tions, the feature of compulsory 
awards in regard to wages, hours, and 
other matters inevitably enters the 
picture. This interpretation is ade- 
quately justified not only on the logic 
of the case but also on the experience 
in Australia, New Zealand, and Ger- 
many where anti-strike legislation has 
been adopted; Kansas has been pre- 
viously referred to. In Canada and 
Colorado, where the law seeks to post- 
pone strikes for thirty days during 
which period the government investi- 
gates and reports upon the merits of 
the controversy, compulsory arbitra- 
tion does not exist but neither does 
the complete illegalization of strikes. 


4 l ‘o some, it will not appear as an 
obstacle that legislation to pro- 


hibit strikes and lockouts among pub- 
lic utility employees is almost certain 
to involve compulsory disposition of 
disputes. But this broadening out of 
the practical content of anti-strike 
legislation may induce business inter- 
ests to regard the legislation as not 
altogether an unmixed blessing. The 
traditional position of most employers 
in the United States has been one of 
opposition to compulsory arbitration. 
The fact that for several decades or- 


e 


“Any law or laws forbidding strikes will be accompanied 
by provisions establishing compulsory arbitration or a type 
of procedure which, whatever attractive descriptive title 


may be employed, will substantially amount to compulsory 


arbitration.” 
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ganized labor in this country has been 
almost equally unanimous in its op- 
position has failed to induce business 
interests to be more receptive toward 
the proposal. For, whether or not 
collective bargaining obtains between 
unions and groups of employing in- 
terests, there has been a strong in- 
clination on the part of both organized 
labor and organized business to look 
with suspicious disapproval upon 
“government meddling” in economic 
affairs. 

Obviously, neither the unions nor 
business interests have been altogether 
consistent in their opposition to gov- 
ernment intervention: it all depends 
upon what the intervention contem- 
plates. And, for some purposes, ex- 
ceptions to the principle of “less 
government in business” are more en- 
lightening than the application of the 
principle itself. But with regard to 
the subject which concerns us, for rea- 
sons of their own, both labor and 
capital have generally regarded with 
misgivings plans for compulsory ar- 


bitration. 
| igemee the point of view of the un- 
ions, compulsory arbitration 
means taking away the right to strike 
and, possibly, the imposition by “out- 
siders” of wage and other standards 
inferior to those attainable by labor 
through its own methods of direct 
. dealing with employers. To employ- 
ers, compulsory arbitration signifies a 
probable obnoxious probing into 
financial data and the likely enforce- 
ment of wage rates and other require- 
ments concerning labor that would be 
more costly than those which the 
management itself could effect. 
Managements in some utilities— 
the railroads are the most pronounced 
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instance—might feel that the control 
of their financial affairs has become 
so complete in other respects that one 
additional type of interference would 
be of minor consequence, particularly 
if it also involved compensation in the 
shape of removing the danger of 
strikes. Recent experience of the 
power companies—of which the end 
is not yet-—may begin to make their 
managements view the alternatives 
similarly. 


4 l ‘o be sure, the requirements of 
regulatory commissions in re- 
spect of information about finances 
have become increasingly detailed and 
comprehensive. But there is no at- 
tempt on the part of the commissions 
to specify the wage scale or other fac- 
tors directly concerned with labor 
cost. Present practice indicates that 
if compulsory arbitration, as a con- 
comitant to making strikes illegal, 
should result in higher labor costs and 
thereby threaten to encroach upon the 
“fair return” that regulation seeks to 
provide, the utility would be entitled 
to a rate readjustment permitting in- 
creased revenue. This feature * would 
appear, under favorable circumstan- 
ces, to make compulsory arbitration 
4But it is recognized that this condition 
by no means eliminates altogether outlay for 
labor as a matter of concern. To extent 
that a particular company may be temporarily 
obtaining above the “fair return” (which 
generally appears to be a minimum return), 
the knowledge that a readjustment in rates 
could be secured if necessary, is not calcu- 
lated to make this feature of compulsory 
arbitration especially attractive. In addition, 
the reaction from customers to increased 
charges placed upon them, as a means of 
providing for wage increases, is not likely 
to foster the public good will which utilities 
are anxious to create. However, part of the 
public ill will resulting might be dissipated 
or transferred through the fact the machinery 
of compulsory arbitration, a creation of the 
public itself, in a sense is responsible for the 
rate increases. 
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How Compulsory Arbitration Might Affect 
Utility Rates: 


se 


F compulsory arbitration, as a concomitant to making 
strikes illegal, should result in higher labor costs and 


thereby threaten to encroach upon the ‘fair return’ that 
regulation seeks to provide, the utility woud be entitled to 
a rate readjustment permitting increased revenue.” 





less objectionable than in the case of 
unregulated competitive industries. 
Nor is it unthinkable that labor 
unions might, under some conditions, 
alter their attitude of unqualified op- 
position to anti-strike legislation. 
Such a change of position would 
probably be confined to those instances 
where the unions became convinced 
of their inability to obtain “recogni- 
tion” (collective bargaining) through 
persuasion or any other kind of pres- 
sure, including strikes. In that event 
it might seem wise to favor compul- 
sory arbitration, thereby hoping to 
secure “recognition” from the arbitra- 
tor—and in consequence obtain more 
liberal terms than otherwise for the 
membership. If considerations of 
this kind appealed to organized labor, 
it would naturally make every effort 
to insure that the machinery of arbi- 
tration provided for union representa- 
tion before the arbitrator. 
AS a matter of fact, in view of the 
poor showing of the unions in 
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their efforts to bring about “recogni- 
tion” in some of the public utility in- 
dustries, there is perhaps some reason 
for surprise that labor officials have 
not gone before legislative committees 
asking for anti-strike legislation. 
They would be offering to give up 
something, the strike, which it seems 
has become of doubtful value to them. 
In exchange, unions would secure 
through the instrumentality of com- 
pulsory arbitration an agency for ob- 
taining a status which they do not 
now possess. But the American pref- 
erence for voluntarism and lack of 
“government interference,” even 
where little or nothing has been gained 
thereby, is an emotional urge the 
justification of which on rational 
grounds is not always easy to explain. 
Probably the chief explanation here 
is that, as at present constituted, most 
of the unions with any “jurisdiction” 
among utility employees consist of the 
more skilled workers. Such em- 
ployees, whether receiving union rec- 
ognition or not, feel reasonably op- 
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timistic concerning their ability to ob- 
tain satisfactory wages and condi- 
tions. Trade unions also believe they 
have another reason to fear “govern- 
ment meddling” besides the American 
preference for voluntary action: they 
blame the government for what they 
regard as the misuse of the injunc- 
tion. 


usT as consideration of anti-strike 

legislation leads logically to an ex- 
amination of the rdle of compulsory 
arbitration, so discussion of compul- 
sory arbitration inevitably points to 
the fact that involved in this method 
of settling labor disputes organized 
labor is certain to play a part. This 
would be so irrespective of whether 
the unions favored such legislation in 
the first instance. For one may be 
sure that a legislative defeat would 
not cause labor leaders to boycott the 
arbitration machinery indefinitely. In 
its turn, the arbitration machinery 
would hear the representatives of em- 
ployee groups. 

The absence of recognition by the 
companies would be an inconvenience 
to unions, but it would not be an in- 
surmountable difficulty. This is dem- 
onstrated by the history of the An- 
thracite Coal Commission which was 
set up in 1902 at the behest of Presi- 
dent Roosevelt. The failure of the 
anthracite coal operators for many 
years to deal directly with the United 
Mine Workers did not result in a 
similar failure of the Anthracite Coal 
Commission in carrying-on its work 


of arbitration. 
| By: us revert for a moment to the 
sometimes unstable but always 
real factor of public opinion. 
The writer is convinced that if the 
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complex of influences which combine 
to make up public opinion were per- 
suaded to favor compulsory arbitra- 
tion, there would also be insistence 
from the public that groups of em- 
ployees, through representatives of 
their own choosing, should have the 
right to present their side of any dis- 
pute to the arbitrators. Many citi- 
zens evidently regard organized labor 
with strong disapproval. But union- 
ism is sufficiently well established in 
this country that anti-strike enact- 
ments will certainly not be drawn in 
a manner to bar the appearance be- 
fore arbitrators of union representa- 
tives, or to prevent examination of 
any evidence they may care to submit. 
One may also safely infer that any 
program looking to anti-strike legis- 
lation that is accompanied by efforts 
to prevent trade union representation, 
will provoke strong attacks in the leg- 
islature and in the press. The atti- 
tude of the American public custo- 
marily supports a hands-off policy 
concerning the unionization of utility 
employees ; it is felt that the question 
is one of those which can be settled 
best by the parties directly involved. 
But any action which may be con- 
strued as an open or concealed attempt 
to use the compulsory power of the 
state to strengthen the anti-union po- 
sition of an industry or group of in- 
dustries, will probably stimulate a 
reaction in public opinion most un- 
pleasant for those held responsible. 


we the public’s sense of 
what is “fair” in this instance is 
correct or mistaken, is beside the 
point. But to those familiar with the 
prevalent psychology on issues of this 
kind, the view here set forth is likely 
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to be regarded as sound. This is not 
to say that public opinion might not 
be altered by one or more disastrous 
strikes which resulted in great hard- 
ship Such strikes might develop a 
strongly supported movement to out- 
law the strike and, initially, at least, 
afford the unions no status before the 
arbitrators. However, it is clear that 
public opinion, on the basis of past 
evidence, does not invariably side with 
the company and against the strikers. 
This is revealed, for example, by in- 


vestigation of the course of several 
hard fought strikes on the street rail- 
ways. 

It is true that there is a strong dis- 
position on the part of many indivi- 
duals to place the blame on those who 
take the final step leading to a stop- 
page, and the chances are that these 
will be the strikers. But there may be 
other factors, extraneous or not, 
which cause the utility to be not ex- 
actly popular in the community 
served. 


In the following and concluding instalment the author will analyse the 


efforts which have been 


é in various states as well as in other 


countries to force compulsory arbitration by law, and will present his 
conclusions from these experiments. 








Around the Globe with the Utilities 


To stimulate the use of gas and electricity for culinary purposes, 
the utilities of Illinois are distributing recipes for canning fruits. 
* * 


TELEGRAPH service was interrupted in Nairobi, East Africa, when 
the natives appropriated the wires for use as personal adornment. 
* * 


Wino will be used for generating electric power—provided an ex- 
perimental unit in New Jersey, backed by several power companies, 


proves successful. 


* 


* 
MEssENGER girls employed in the city operating rooms of the Western 
Union in New York are now equipped with roller skates; thus reducing 
the length of trips from 10 minutes to 30 seconds. 


Sprectat schools are being maintained in Rumania by the Interna- 


tional Telephone and Telegraph Company for the purpose 


of instruct- 


ing native workmen in constructing and maintaining telephone lines. 


A DISCHARGED employee of the gas company in Hagerstown, Mary- 
land, turned off the city’s gas main and paralyzed the domestic arrange- 
ments of 6,000 families and crippled several industries. He was 


sentenced to two years. ‘ 


~ 


TELEPHONE users in Berlin may now call up a “special service depart- 
ment” which relays messages, forwards telegrams, records calls made 
in the absence of subscribers, and furnishes other conveniences. A 
message transcribed and forwarded costs about 12 cents. 
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A Solo Flight Into the 
Realms of State Regulation 


Interesting and novel features of Oregon’s experiment 
with a one-man commission 


In the April 30, 1931, issue of this magazine, Hon. Oswatp West, 
formerly governor of Oregon and before that a member of the railroad 
commission of Oregon, set forth his views on “Oregon’s Unique Experi- 
ment with a One-Man Utility Commission,” in which he questioned the 
constitutionality of the action of the state legislature in enacting the law 
that stripped the regulatory body of its quasi judicial functions, and criti- 
cized it for establishing a utility commission to act frankly as a “People’s 


Advocate.” 


The following article, written by a journalist whose news- 


paper is an adherent of the present régime, presents a sympathetic 
interpretation of the present situation. 


By MARSHALL N. DANA 


rate expert said, “about rates 

and regulation. What’s more 
a lawyer can’t learn. Now my idea 
of the way to make a record for both 
of us is i 

Whereupon the rate expert unfold- 
ed his projects to Judge Charles M. 
Thomas who had just become public 
utilities commissioner by the appoint- 
ment of Governor Meier of Oregon. 
It took a good while and a lot of lan- 
guage, but brought down to a nut 
shell or two, it was this: 

Judge Thomas was to clothe him- 
self in the dignity of the title won by 
election years before to the circuit 
bench in southern Oregon. He was 
to be an animated figure-head and 


ou don’t know anything,” the 
y 
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broadcast what the rate expert told 
him. He was to have quite a bit of 
liberty. He might translate the dic- 
tion of his unofficial director into pe- 
riods and rhetoric. He was not to be 
told what to do audibly while a hear- 
ing was in progress. 

Finally the rate expert fixed Judge 
Thomas with a piercing eye and said, 
substantially, “Either I get the job of 
being the real head of this show or 
else I'll take it up with the governor 
and where you'll be then will be— 
out.” 

The new public utilities commis- 
sioner had a momentary vision of 
himself in the garden of tin and other 
cans making a selection between 
woolly worms and smooth ones. But 
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what he did was to put on his hat and 
walk out of the new state office build- 
ing at the east of the historic old Ore- 
gon capitol and go over to see Gov- 
ernor Meier. 

“Yes,” he said to Beatrice Walton, 
the governor’s secretary, “I want to 
see the governor right away. I’ve got 
something mighty important to ask 
him.” 

So others waited while Judge 
Thomas said to Governor Meier, 
“When you appointed me, did you 
expect me to run the department of 
public utilities, or didn’t you?” 

“If I hadn’t thought you would be 
independent and fair, I wouldn’t have 
appointed you,” said Governor Meier. 

Judge Thomas walked back to his 
office. “I won’t need you either now 
or later,” he remarked to the rate ex- 
pert, “‘and what is more, that is that.” 

Thus the first chapter of Oregon’s 
initiative in a brand new public util- 
ity regulation. The referendum 
hasn’t come yet and, indeed, hasn't 
been hinted. 


HE Western state’s turn from a 
three-man public service com- 
mission to a one-man public utility 
commission is literally an “Oregon 
first” adventure on the part of a state 
that once was called by its critics “the 
fool of the family” because it pi- 
oneered in the now-respectable initia- 
tive and referendum, the election of 
judges and the direct election of Unit- 
ed States Senators. But it is only the 
surface of what actually happened. 
Oregon had overthrown a method 
of public utility regulation with 
which it had grown impatient. It had 
at the same time granted elective 
“home rule” to cities to dictate rates 
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and service given by utilities through 
authority of franchise provisions. It 
had sent to the legislature a whole 
majority not only of men but of wo- 
men committed to reéstablishment of 
public control of water power and 
higher license rates. It had given a 
sweeping Republican majority to 
State Senator George W. Joseph, 
spokesman of these reforms, in his 
primary campaign for the governor- 
ship. When Senator Joseph died 
suddenly just after the first flush of 
victory, and the Republicans nomi- 
nated a man less agreeable to the cru- 
sading people, then they turned and 
with the spirit of “His soul goes 
marching on,” elected his friend and 
business associate, Julius L. Meier, as 
an independent with a majority great- 
er than the combined vote of his two 
opponents who had the partisan la- 


bels. 

. was in such a scene that the new 
idea of public utility regulation 

came. 

The charge against the old public 
service commission—itself once called 
into existence as a reform measure— 
was that it had assumed almost ex- 
clusively the functions of a court. 
While it assembled some information, 
it chiefly was concerned with presid- 
ing at hearings and handing down 
verdicts. Although its three members 
protested they did a lot more than 
this. The complaint against them was 
not complete. They were accused 
of accepting the figures and data of 
the utilities, of allowing the very able 
gentlemen of the utilities to write 
their orders, of obligingly affixing 
rubber-stamp signatures to orders 
sometimes prepared in advance of 
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hearings and, in short, of being not 
the public service but the “public 
utilities’ commission.” 

The new commission was to consist 
of one man who could not pass the 
buck. He was to be not the judge 
but the pleader for and the defender 
of the whole people. He must be fair 
and the people were to include the 
proper interest of the utilities but 
not as majority members of the board. 


Le first official act of Judge 
Thomas was to put all the big 
utilities on the docket. These includ- 
ed seven utilities with a gross value 
of $500,000,000 and a rough value 
upon property in Oregon of $180,- 
000,000. This service comprehended 
water, light, electric, and telephone 
corporations. In a second group of 
public utilities were sixty that rep- 
resented all told a value of about 
$50,000,000. 

There were three reasons, for this 


procedure: 
I The home-rule provision of the 
* new act? is that each city and 
town may obtain control of the utility 
field fixing rates, charges, and tolls 
provided that before enacting an 
ordinance extending such jurisdiction, 
such contract or ordinance must be 
submitted to the public utility com- 
missioner and within ninety days the 





1See §§ 61-261, Oregon Code 1930, as 
amended. 


commissioner must pass upon it. If 
the commissioner objects to the con- 
tract or franchise his objections must 
be filed with the proper city or town 
official and it may not go into effect 
until and unless ratified by the quali- 
fied electors of that city or town. But 
if home rule is not thus elected, utility 
control still remains in the new state 
commission. Before the commission- 
er could possibly pass upon a fran- 
chise or contract at issue (as the 
metropolitan street car franchise will 
be at issue in Portland in 1932) there 
must be sufficient study by the state 
to discover any situation warranting 
change in rates or service. The util- 
ity has a contract to do certain 
things; in the governmental field it is 
the duty of the commission to see 
that the contract is kept and this calls 
for information, constant contact, 
supervision, and regulation. The 
order of Judge Thomas that puts all 
the large utilities on hearing opens 
the way to the accumulation of in- 
formation by which he may advise 


cities and towns. 
2 In the records the new commis- 
* sioner inherited there was. al- 
most a complete absence of investiga- 
tion for rate-making and regulative 
purposes. The big electric utility had 
been reported upon in an investigation 
made as of 1916. This was not much 
to go on. 


& 


itself once called into existence as a reform measure—was 


q “THE charge against the old public service commission— 


that it had assumed almost exclusively the functions of a 


court. 


While it assembled some information, it chiefly 


was concerned with presiding at hearings and handing 


down verdicts.” 
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Examining the new law as a 

3 lawyer and a former judge, the 
utilities commissioner decided that 
the provision of the statute allowing 
the commissioner on his own motion 
without investigation to make an 
order is null and void. Each utility 
under investigation, he concluded, is 
yet legally entitled to its day in court 
and to a fair and properly conducted 
hearing ; there must also be a complete 
record for use if an appeal is taken. 


A’ this is written the commission- 
er’s first notable order is before 
the Federal judiciary on appeal. This 
was his order, after hearing, that the 
street car fare in Portland must be 
reduced from 10 cents to 7 cents per 
ride. The company was not making 
the legally permitted return on a 10- 
cent fare. But Judge Thomas insist- 
ed that conditions were such the com- 
pany would not make a fair return 
on any valuation. He disregarded 
the claims of valuation offered by the 
company. He pointed out that when 
the fare advanced from 6 to 8 cents 
the company lost 15 per cent of its 
riders and that when the fare was 
jumped from 8 to 10 cents the 
company lost at least 20 per cent of 
its patrons. He took the position that 
it was time to try a new theory, that 
if the fare dropped and the service 
ascended to quality maybe the car 
riders could be lured back again. He 
was much more favorable to this 
solution than to a service-at-cost pro- 
posal involving a partnership between 
the company and the city under which 
the city would pay any deficit. With 
the car company allowed its own 
valuation, with the law permitting an 
8 per cent return, and with the public 


obligated to make up any shortage 
from the treasury, he held that the 
car company would have something 
a little too good for the depression. 
At the same time he was favorable 
to relieving the car company of bridge 
tolls, paving between its tracks, and 
other incidental expenses that might 
properly be a public charge as much 
as pavement for automobiles. 

While issuing the 7-cent fare order, 
the commissioner pointed to the fact 
that three times the supreme court 
had sent back similar cases saying to 
try them and see if they would work. 
He says that he himself looked upon 
the order as impermanent and ex- 
perimental and that if it didn’t work 
he intended to issue a new order. For 
this reason he retained jurisdiction of 
the case. 


A N outstanding feature of the new 
Oregon utilities law is that be- 
fore any public utility doing business 
in the state enters into a contract with 
another corporation relative to the 
construction, operation, or mainte- 
nance of the property of the utility, or 
the use of the property of the other 
contracting party, or for service, ad- 
vice, engineering, financing, rentals, 
leasing purchase of property under 
the following cases: 

(a) When the public utility owns 
a majority or controls directly or in- 
directly the voting stock of the other 
contracting corporations. Or; 

(b) A majority of the voting stock 
of the public utility is owned or con- 
trolled directly or indirectly by the 
other contracting party. Or; 

(c) A majority of the voting stock 
of the public utilities and a majority 
of the voting stock of the other con- 
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Features of the “Home-Rule” Provision of the New Act 
Relating to Utility Regulation: 


ce HE home-rule provision of the new act 
is that each city and town may obtain 
control of the utility field, fixing rates, charges, 
and tolls, provided that before enacting an 
ordinance extending such jurisdiction, such 
contract or ordinance must be submitted to 
the public utility commissioner and within 
ninety days the commissioner must pass upon 
it. If the commissioner objects to the contract 
or franchise his objections must be filed with 
the proper city or town official and it may not 
go into effect until and unless ratified by the 
qualified electors of that city or town.” 


















tracting party are owned or controlled 
directly or indirectly by a third cor- 
poration. Or; 

(d) If any officer or director of 
any of the corporations as specified 
has any pecuniary interest in any such 
contract. 

Then— 

The proposed contract shall be filed 
and subimitted to the commissioner of 
public utilities for his investigation 
and approval, and he shall promptly 
examine into and investigate to deter- 
mine whether in all its terms it is 
fair and reasonable and not contrary 
to public interest and, if otherwise, 
he will notify the utility that it shall 
be unlawful to enter into the contract. 


HE third feature, already re- 

ferred to, makes it the duty of 
the commissioner to represent the 
patrons, users of the service and con- 
sumers of the product of any public 
utilities, and the public generally, in 
all controversies involving rates, 





charges, valuations, and service, and 
to use his jurisdiction and the powers 
of his office to protect all from unjust 
and unreasonable exactions and prac- 
tices, and to obtain for them adequate 
service at fair and reasonable rates.* 


HE conditions upon which the 
commissioner may be removed 
are also of interest. 

It is not longer possible for the 
state’s chief executive, arbitrarily, to 
call for the commissioner’s resigna- 
tion. He must act upon cause deemed 
sufficient. He must give the commis- 
sioner a copy of the charges and must 
fix a time when the official may be 
heard in his own defense. 

Evidently, the removal of a public 
utilities commissioner in Oregon un- 
der the new regimé can be preceded 
by no end of ruction and headlines. 

And a commissioner who is under 
attack may feel more secure if am- 
bush or secrecy is turned into in- 





2 Sections 61-107 as amended. 
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formation for all the people to read. 


uDGE Thomas, as may be inferred 
from his opening conversation 
with the rate expert, decided to write 
all of his own orders. He says that 
he cannot understand how preceding 
commissioners lacking a legal back- 
ground could have done this without 
help. 

It had been the custom to employ 
continuously very little engineering 
service but to secure the special serv- 
ices of outside men for particular 
tasks. Where two engineers only had 
steady work he now employs six. 
The chief engineer of the former 
commission was retained as was the 
rate expert. Indeed, the commission- 
er decided that the experiences of 
these men should be made available 
to the state in less impeded assertion 
of fact and conviction. While the 
2-year program that involves the 
study of utilities, fact-finding re- 
search, and inquiry into corporate 
inter-relationships proceeds, he is also 
building up the accounting division 
of the organization. 

Said Judge Thomas: 

“In the utility field, it is impossible 
without the maintenance of a department 
of accountants, engineers, and so forth, for 
the public to become familiar with its side 
of the contract. Our duty is to set up a 
department to obtain the data and to act 
for the public in all matters covering not 
only the execution of the contract but a 
continued supervision to see that the 
terms of the contract are carried out. The 
utility’s position may be that it is unfair 
to it when the representative of the public 
makes a decision, that, in view of the fact 
that he is representing one side, he might 
be biased in favor of the public. In this 
respect the utility is safe-guarded. The 
law provides that before any decision of 
the commissioner is effective he shall pre- 
sent not only the evidence in a public hear- 
ing but that the utility shall be given oppor- 
tunity to present all the evidence on the 


subject at its command. If the decision of 
the commissioner is claimed to be erro- 
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neous, the right of appeal is given to the 
state courts or the United States courts. 
This right of appeal fully protects the 
utility against any unfair or improper 
order. 

“It must be borne in mind that the ad- 
ministration of the law through a public 
utilities commissioner is not along un- 
marked lanes. The path is well chartered 
through the decisions of the courts, both 
Federal and state, together with the 
voluminous reports of the Interstate Com- 
merce Commission and state statutes. The 
law concerning the regulation of public 
utilities is well defined. Any effort made 
by a commission to avoid or circumvent 
the law as declared would result in com- 
plete failure.” 


| spite of the heavy program under- 
taken, in spite of the weight of 
law to be administered and enforced, 
and in spite of the necessity to give 
the state a rock of defense against 
which waves of improper protest may 
break in vain, a scanning of the pay- 
roll of the public utilities commission- 
er gives one a sense of the audacity 
with which the work goes forward. 
The control over all these corporations 
with their hundreds of millions of 
dollars of value is attempted with an 
organization that numbers twenty-one 
persons, including the commissioner. 
The financial support of the office 
amounts to $122,947, for the bi- 
ennium. Of this amount $95,000 
will be gathered in fees, the remainder 
of $27,947 is an appropriation of the 
last Oregon legislature. 

Judge Thomas has discussed in his 
orders so far the doctrine of govern- 
mental function, the element of dis- 
satisfied public, wages, new equip- 
ment, and so on. His determination 
to have a complete study of each 
utility has in addition to the home- 
rule factor a desire to keep in close 
touch with the affairs of each utility 
and to add information constantly so 
that each study may at all times be 
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complete. In this way, he believes, 
the public’s interest can be safe- 
guarded and otherwise the commis- 
sion: would not. be advised as to the 
condition -of any utility. 

Again: to quote the commissioner : 


“If the study at any time discloses that 
a change in rates can be made in the 
interest of the public the commission would 
have all the facts before it, and would act 
at once ‘instead .of waiting months and 
perhaps years to complete the case. This 
program is followed in California, Wis- 
consin, and all progressive states, ‘and is 
the only way in which a department can 
function properly. This has never been 
attempted before in Oregon and it is 
extremely unfortunate that the information 
available after the enactment of the new 
law was so extremely limited. 

“With regulation once established as 
outlined, we still have the question of 
interlocking ‘corporations- and directorates 
which, as I view it, is the real objective 
of progressives. This situation probably 
cannot be.reached without national legis- 
lation and, ~g present laws, is the bul- 
wark of big fi nance.” 


As his administration begins, the 
new utilities commissioner finds a 
drive on the part of some of the cities 
of Oregon to tax utilities a percentage 
of gross revenues; in Portland the 
proposal is for 5 per cent, at Salem 
2 per cent. The utilities now pay 
approximately 13 per cent of gross 
revenues in general taxes and addi- 
tional amounts would, of course, be 
necessarily charged to operating ex- 
penses and thus paid by the users. 


HAT does Judge Thomas think 
of his-own job in which he is 


asked to be a pioneer without pre- 
cedent and with little tradition to 
guide him? 

“It is my personal opinion,” he 
said, “that there are certain advant- 
ages in the one-man commission; it 
results in more direct action, quicker 
decisions, eliminates constant com- 
promise between the members, and 
prevents the shifting of responsibili- 
ties for actions taken.” 

He still confronts questions of 
intrastate rail regulation and at this 
time sees little but trouble ahead. 
The regulation of trucks as highway 
carriers is also to a large extent an 
unexplored subject. The contract 
carriers that evade thus the responsi- 
bility of common carriers do more 
than irk him. He believes that 
promiscuous wild-catting in hauling 
should be brought to book and that 
the person who renders a service to 
someone else should pay for the right 
in the form of high truck licenses 
with safeguards erected by strict 
regulation. 

It is to be seen that the genius of 
this new Oregon office is the fairness 
of the officer. With so much to do 
and with so small an organization 
at his command the realization of a 
state’s demand hangs to a large degree 
upon the slender thread of a single 
man’s courage, balance, intelligence, 
and justice. 





Fallacies in Power Rate Comparisons 
. “Most comparisons of electric rates are silly, but the sillier 


' they are, the more effective they may be in politics.” 


So 


states HarPER LEECH, in a keenly analytical article which 
will appear in a coming issue of this magazine—and 
which —_ a. new approach to an old problem in 
commission regulation. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Martin J. INSuLL 
President, Middle ‘West 
Utilities Co. 


DanieL WILLARD 
President, Baltimore and Ohio 
Railroad. 


Joun T. Frynn 
Economist and author. 


Henry C. AtTrwiti 
Chairman, Department of Public 
Utilities of Massachusetts. 


Girrorp PincHoT 
Governor of Pennsylvania. 


Cart D. Jackson 
General counsel, National Electric 
Light Association. 


Apert C. RITCHIE 
Governor of Maryland. 


Orro KAHN 
Wall Street banker. 


~—MONTAIGNE 


“Naturally, there can be no ‘trust’ in an industry 
whose prices are subject to public regulation.” 


aa 


“The separation of grade crossings alone would cost 
more money than all the railroads of the United States.” 


a 


“One of the greatest interferences (in business) ever 
made by this government was to establish the cor- 
porations.” 


> 


“The regulation of privately controlled public utilities 
that receive special rights and privileges from the public 
is a substitute for public ownership.” 


> 


“IT am not advocating, and I believe very few would 
approve, control over private business in general, such 
as is now exercised over public utilities.” 


o 


“The United States government is now actively en- 
gaged in at least one hundred distinct lines of business, 
and in most of them is in competition with its own 
citizens.” 


a ; 
“Unquestionably the march of government into the 
domain of business has been anything but democratic. 
It has not been academic either. It has been imperial 
and revolutionary.” 


a 


“The fruitfulness, fairness, effectiveness, and public 
advantage of (their) operation would be promoted if 
: railroads were relieved from certain unduly 
hampering restraints, now imposed upon them by 
legislation enacted from time to time; and also if the 
minuteness of commission rules, and regulations, with 
their inherent rigidity, dilatoriness, legalistic routine, 
and cumbersomeness of procedure, could be relaxed 
to a reasonable extent so as to accord to the manage- 
ments enhanced elasticity of ‘action and initiative, and 
more scope for businesslike promptness of decision.” 
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The Confessions of an 
Ex-municipal Employee 


The difference in the methods of work and in the 

esprit de corps of the staff of a city power plant 

and a privately owned plant, as recorded by an 
engineer who has been employed by both. 


By HARRY E. ROSS 


NE day, about five years ago, I 
O was notified that my applica- 
tion for employment with the 
local municipal bureau of power and 
light had been favorably passed upon, 
and was ordered to report at once to 
the head of one of the departments. 
After a short interview with this gen- 
tleman, I was told to report to one of 
the substations the following day for 
duty. 

Later in the day I met on the street 
an old friend, Colonel Ellison, from 
Alabama. The colonel’s avocation in 
life is adorning the payroll of his 
home town, which would as soon 
think of dispensing with its fire de- 
partment as of removing him from 
among its municipal liabilities. After 
the first greetings he asked me what I 
was doing. 

“T’m in luck, colonel,” I answered. 
“T’ve landed a good city job.” 

“Fine!” he congratulated. “And 
what, if I may ask, are your civic du- 
ties ?”’ 
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“To tell the truth,” I said, “as yet 
I have done no work, but . . .” 

“My boy,” he exclaimed, clapping 
me on the shoulder, “I predict for you 
a wonderful career as a public servant 
of your fellow citizens. With an in- 
stinct amounting to positive genius 
you have instantly grasped the funda- 
mentals of governmental service. 
Your future success is assured, suh, 


absolutely assured!” 
oO next day I reported to the 
substation, as ordered. My for- 
mer employment had been in an elec- 
trical machine shop, where a reason- 
able amount of industry was required 
of the employees. After a couple of 
hours of general instruction in the 
substation I was given a pad of print- 
ed forms and told to take half hourly 
switchboard meter readings, a matter 
of five minutes. After taking one set 
of readings, (the habit of industry 
still clinging to me somewhat), I 
looked around for something to do. 
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Seeing a pile of boxes of material 
over in the corner that had been de- 
livered by truck that morning, I went 
over and began to straighten them 
out. 

Presently the senior operator came 
over to me. 

“Hey, buddy!” he said. “Don’t 
kill yourself. You’re working for the 
city now. Take your time, take your 
time.” 


NNUMERABLE aarticles have been 
written upon the subject of mu- 
nicipal versus private ownership of 
public utilities, in which, by endless 
statistics and financial statements, the 
advocates of each have tried to prove 
their separate theories. But it would 
seem to the writer that the fundamen- 
tal psychological traits and endow- 
ments of human nature, so deeply 
rooted and ineffaceable, are worthy of 
as great if not greater consideration, 
in forming a logical and practical con- 
clusion upon this important subject, 
as are the figures either of the engi- 
neer or the accountant. It is true that 
figures do not lie; but the man behind 
the figures is human, and his favor or 
his prejudice is as easily expressed in 
figures as are a writer’s in his words. 
And when one observes on every hand 
the placid and serene content with 
which civil service protected govern- 
mental employees languidly go about 
their duties, contrasting it with the ef- 
ficient industry required of craftsmen 
employed by competitive private in- 
dustries, one cannot but think that the 
municipal accountant who renders a 
fiscal statement of magical net profits 
in his organization has performed a 
brilliant work of bookkeeping leger- 


demain. 


23 


W: are prone always to place 
against corporate industries the 
indictment of rapacity, greed, and in- 
difference to public rights. But if we 
assume that a great and profitable 
commercial enterprise, when taken out 
of the hands of private ownership and 
baptized in the waters of municipal 
possession, has been washed of its po- 
tential sins and will henceforth walk 
spotless and untouched by the evils of 
those very human traits, we assume 
the existence of a civic Kingdom of 
Heaven upon earth to which, if it does 
exist, the writer unaccountably has 
been denied admittance. 


HREE factors, impossible to 

eliminate from the problem, op- 
erate in opposition to successful mu- 
nicipal ownership : 

(1) Political interference in its 
management. 

(2) The deadening influence of 
civil service protection of both effi- 
cient and inefficient employees. 

(3) The notorious indifference of 
the average citizen to his own finan- 
cial interests, once those interests have 
passed into the keeping of civic suze- 
rainty. 

Of the three evils, the last is by far 
the greatest. 


HE following examples best illus- 

trate the different mental atti- 
tudes of the taxpayer and the stock- 
holder towards his investments: 

In an interview with one of the 
vice presidents of the private corpora- 
tion competing with the municipal bu- 
reau, he told this: 

“T sometimes get shaved in a little 
barber shop across the street. The 
other day, while getting shaved, the 
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barber said to me, ‘I’m a stockholder 
in your company. I bought a share of 
stock some time ago. I want to tell 
you something. The guy next door is 
going to blow up, and move between 
two days. You better send over and 
get our electric bill before he takes 
wings.’ ” 

That incident illustrates the stock- 
holder’s interest in his $100 invest- 
ment. 

The following shows the taxpayer’s 
interest in his investment: 

At the last election the bureau of 
power and light asked at the polls to 
be allowed to issue several million 
dollars worth of bonds, for improve- 
ments. It was refused by the voters. 

A week afterwards, in a conversa- 
tion with a small but progressive and 
successful merchant, the writer in the 
course of the talk referred to the fail- 
ure of the bonds to pass. 

“Why,” he said, “I thought that 
carried.” 

“No,” I answered, “it was defeat- 
ed.” 

“Oh, well,” he said, “I don’t pay 
any attention to those things. What’s 
the use? They’ll do as they please, 
anyhow!” 


ae could better illustrate 
the contrast between the apathy 
of the taxpayer and the interest of the 
stockholder, to their investments in a 
public utility enterprise. This phase 


of the subject is too apparent, too self- 
evident on every side, to need to be 
enlarged upon. Yet as self-evident as 
it is, it is the most insurmountable ob- 
stacle to successful municipal opera- 
tion of a strictly business industry. 
Only those exceptional individuals 
among the busy, everyday populace of 
a city who interest themselves in good 
civic government made practical, may 
be depended upon to give more than 
passing thought to that city’s manage- 
ment of its public utilities, and their 
number is small, and their under- 
standing of the technicalities of the 
subject is vague. On the other hand, 
the myriad stockholders of a corpora- 
tion have one infallible barometer by 
which to go, in judging the efficiency 
of that corporation’s management— 
their dividends. 

It takes small power of analysis to 
fathom the motive behind the eternal 
vigilance and watchfulness of the pri- 
vate concern over its economies; it 
takes equally small power of analysis 
to account for the lack of that same 
vigilance, in a publicly owned organi- 
zation whose one account of its stew- 
ardship consists of an annual state- 
ment of its finances, as complicated as 
a table of logarithms, and as incom- 
prehensible to the average citizen as 
Einstein’s theory. 

In the first instance the citizen gets 
a dividend in hard cash; in the second 
he gets a headache. 


that a commercial en- 


“It is incredible to suppose 

q terprise can be profitably operated when hampered and im- 
peded by the self-interest of politicians, the indifference to 
its activities by its owners—the citizens—and the whole 
living in placid and serene content under the-maternal solic- 
itude and loving protection of civil service.” 
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N®™? in importance to the apathy 
of the citizen stands the con- 
spicuous lack of it, on the part of the 
politician. 

To the city council the municipal 
organization owes allegiance, and 
must to a greater or less extent subsi- 
dize itself and its policies and its ac- 
tivities. Needless to say, that body of 
politicians is not indifferent to the 
vote-getting possibilities of a city de- 
partment which employs a large force 
of well-paid executives and artisans. 
eo years ago I was made man- 

ager of the municipal electric 
department of a small eastern city. I 
came a stranger to the town, to suc- 
ceed the retiring manager. One of 
my first official acts was to discharge 
a notoriously incapable night engi- 
neer. 

My next official act was to take him 
back. 

The day following his dismissal, a 
perturbed and perspiring committee 
from the council waited upon me at 
my office, and informed me, in awed 
and husky whispers, that I had com- 
mitted a grievous political error. 
They admitted that the man in ques- 
tion “wasn’t much good,” but he had 
many, many family connections, all 
staunch Republicans who carried con- 
siderable weight at the polls. They 
were very nice about it—the disgust- 
ed ex-manager had taken the first 
train out of town and I was the only 
available managerial material in sight 
—and they explained the embarrass- 
ing position in which I had placed 
them, at great length, begging me to 
reinstate him. One of the com- 
mittee naively suggested that I place 
him “where he couldn’t do no 
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harm” ; which is precisely what I did. 
But his salary remained just the 
same! 


Ow can such conditions be elimi- 
nated from city-owned public 
utilities ? 

Obviously, they cannot—and are 
not. The management must go for 
sanction and approval of its most im- 
portant moves and policies either to 
the council direct, or to a committee 
or commission appointed by it. In 
that event it still is dealing with the 
council—in miniature—and with poli- 
ticians. Let the manager who, in his 
zeal for efficiency, has refused the re- 
quest of half a dozen or so council- 
men that he place some of their 
friends or relatives on the payroll 
and later, seeing the needles of his 
ammeters creeping steadily towards 
the northern limits of their dials, has 
gone to the council for an appropria- 
tion for increased capacity sufficient 
to carry him over next winter’s 
Christmas holiday peak load, and has 
seen the satisfied smile in the eyes of 
those same councilmen as they voted 
against his requirements, answer the 
question, whether or no politics is a 
serious factor in municipal’ manage- 
ment! 

The municipal bureau of which I 
am writing claims, and justly so, that 
it is exceptionally free from political 
dominance or interference, as a mu- 
nicipal institution. But, standing pre- 
éminent as it does in this respect, it 
lends itself with especial facility to 
illustrate the impossibility of eliminat- 
ing this factor from publicly operated 
utilities. One example of many that 
have come under the writer’s observa- 
tion will illustrate this: 
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Only the Exceptional Citizen Gives More Than a Passing 
Thought to the Management of the City’s Utilities 


"<> 


NLY those exceptional individuals among 

the busy, everyday populace of a city 
who interest themselves in good civic govern- 
ment made practical, may be depended upon 
to give more than passing thought to that city’s 
management of its public utilities, and their 
number is small, and their understanding of 
the technicalities of the subject is vague.” 








FN gersaay employee, among many 

other delinquencies, apparently 
could not stay awake during his hours 
of duty, midnight until 8 a.m. After 
being jacked up several times by the 
load dispatcher, to whom he was re- 
quired to report every hour by phone, 
that harassed and bedeviled person 
finally was obliged to report him to 
the superintendent. He was called up 
on the carpet by that official and giv- 
en a lecture. In less than a week he 
began to sleep again. Again the su- 
perintendent sent for him. Again he 
slumbered. He was then transferred 
to another station and given a “Pp. m.” 
shift, from 4 Pp. m. until midnight— 
virtually a promotion! 

What is the natural inference? 
And what is the effect of such man- 
agement upon the other workmen? 
It was summed up by the remark of 
one of them, a man worth two of the 
promoted one: 

“What the hell’s the use trying to 
get any place with this outfit? It’s 
the guy with the pull that gets the 
candy handed to him!” 


HE following is another example 
of the necessity of a municipal 
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organization “playing politics,” to its 
disadvantage : 

The two last bond issues asked for 
by the bureau had failed to pass at 
the polls. Someone conceived the 
idea that, should the labor union be 
allowed to organize one of the de- 
partments which always before had 
resisted organization, the assistance 
of the union at the next election, when 
another bond issue was to come up, 
would carry it over. A deal was 
made with the union on this basis, 
meetings taking on the color of genu- 
ine love-fests were held, at which the 
highest officials of the bureau were 
present, visibly and audibly to give 
their sanction to the bargain, and to 
remove from the minds of the em- 
ployees any suspicion that they might 
be discriminated against, should they 
join the ranks of organized labor. 
The employee was given to under- 
stand that it was left to his own dis- 
cretion entirely. 

The union has failed to organize the 
department, and at the last election a 
bond issue was again defeated at the 
polls, leaving a suspicion on both sides 
that the other has not been over-zeal- 
ous in living up to its end of the bar- 








we 
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gain. In addition, discord has been 
introduced into the department, which 
formerly ran smoothly, by the antag- 
onism of those who have become 
unionized, to those who have refused 
to become so. 

Is it conceivable that any private 
concern would enter into any mix-up 
of that character, and thereby injure 
its economic efficiency? They either 
would have kept out of it entirely, or 
would have taken a definite stand, un- 
ion or non-union, thereby having some 
solid ground upon which to stand. 


Pyrite stumbling-block to mu- 
nicipal efficiency is the protec- 
tion of inefficient employees by civil 
service, and, as well, the deadening in- 
fluence of its protection to those who 
at the beginning of their service are 
efficient, but finding that it gets them 
nowhere, sink into that infectious 
coma of Buddha-like, contemplative, 
restful peace so characteristic of those 
who languorously adorn our govern- 
mental payrolls. Originally intended 
to protect the workman from removal 
except for just cause, in reality it pro- 
tects those who should be removed, 
and in conjunction with a system of 
seniority promotion, such as in vogue 
in the municipal bureau, effectually 
kills that personal incentive and am- 
bition which is the well-spring of 
every man’s success. 

An executive who cannot remove 
an incompetent employee, except for 
the most glaring and culpable offens- 
es, and who then must sustain his 
charges before the tribunal of an in- 
vestigation board, hesitates a long 
while before subjecting his authority 
to such a test, knowing full well that 
if he is not sustained, he has weak- 
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ened his own control over his force 
considerably. As the most serious in- 
competence is in the man who habitu- 
ally is careless in small things, one 
who knows, as usually he does, how to 
carry his infractions and his negli- 
gences clear to the dead line without 
stepping over, this class of man, the 
most annoying of all, practically is 
immune under civil service. 


HIs article purposely has avoided 

statistics and financial _ state- 
ments, confining itself to the small, 
and what may seem to some the triv- 
ial details of everyday affairs of mu- 
nicipal operation. But it is the every- 
day trivial things of life, either indus- 
trial or personal, which alone go to 
make up the whole. The mason can- 
not lay his bricks haphazard and at 
random, and in the end produce a 
structure that is square, plumb, and 
level, and that will stand the stress 
and strain of time and wear. How- 
ever, in conclusion, there is one mat- 
ter of financing invariably employed 
in publicly owned utilities which, er- 
roneously used, brings them out with 
a net profit which is merely theoreti- 
cal, at least as regards this item, which 
is considerable; their tax exemption, 
national, state, and city. 


| pe utilities which are munici- 
pally owned are tax exempt, as are 
their bonds. This tax exemption, in 
correct accounting, is just as much a 
liability, and should be included in 
their expenses, as if they were paid 
out of the treasury in cash money, for 
they are a tax liability upon the com- 
munity, regardless of the ownership 
of the industry. 
Let us take a simple example: 








PUBLIC UTILITIES FORTNIGHTLY 


Suppose there were but ten men in 
the country, and they formed a gov- 
ernment, the expense of running 
which was $10 a year, or $1 apiece. 
Suppose one claims and is allowed 
exemption. That in no way reduces 
the expense of the government of the 
ten, which remains $10 as before, but 
it does shift the payment of the ex- 
empt one’s $1 onto the other nine, 
making their taxes $1.11 each, instead 
of $1 as before. So the exempt one 
still stands as a community liability, 
a government expense, even although 
he is exempted, and does not pay his 
own taxes. 

Exactly the same thing applies to 
an exempt municipal industry. It re- 
mains a community liability, although 
it is allowed exemption from taxation. 
It requires and has the government’s 
protection, supervision, and benefits, 
which cost money, and someone must 
pay it. Soa municipal tax exempt in- 
dustry has merely shifted its taxes 
onto the rest of the community; con- 
sequently it is a community tax liabil- 
ity, and in order to show a fair and 
honest balance between its gross in- 
come and its expenses, or its real 
net profit, these taxes which it does 
not pay, but which are paid by 
the rest of the community, must be 


charged as expenses of operation." 

It is incredible to suppose that, in 
these days of scientifically accurate 
efficiencies, of close industrial econo-: 
mies and unhampered, expert manage- 
ment, a commercial enterprise can be 
profitably operated when hampered 
and impeded by the self-interest of 
politicians, the indifference to its ac- 
tivities by its owners—the citizens— 
and the whole living in placid and se- 
rene content under the maternal so- 
licitude and loving protection of civil 
service. 

Nor can that prince of optimists, 
the accountant, when he renders his 
dazzling yearly statement of net prof- 
its, convince us that he has not con- 
cealed somewhere in his complicated 
wood-pile of figures a gentleman of 
exceedingly dark and brunette com- 
plexion. 


1To cite a specific case; on June 30, 1930, 
the Bureau of Power & Light of Los An- 
geles issued its annual statement, showing a 
surplus of over $28,000,000." Had they fig- 
ured themselves as a tax liability, that item 
alone, including interest from their incep- 
tion, would amount to over $20,000,000. Nei- 
ther have they charged themselves with the 
cost of prime-motive power, in their case, 
water power taken from the city-owned aque- 
duct at their hydroelectric power houses, 
which, at the present rate of 3.63 mills per 
kilowatt hour, would figure a total of over 
$12,000,000 since June 30, 1918. This dis- 
poses of their imaginary $28,000,000 surplus 
with neatness and dispatch. 








Federal Control of Interstate Utilities; the 
Four Proposals for Extending It 


In a coming issue of this magazine, Dr. Witu1aM E. 
MosHER and Finra G. Crawrorp will set forth and 
analyze the four contemplated methods of regulating the 
wholesale rates of gas and electricity sold in interstate 
commerce—trepresenting the only part of interstate utility 
service which is beyond the present jurisdiction of the state 
commissioners. Out January 21st. 
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A Telephone Splicer Answers 
an Emergency Call 


No. 12: HeERorEs oF THE ARMY OF INDUSTRY 


One of the unexpected and unrehearsed episodes in the life 
of a utility employee who rendered a service to a fellow 
man and to his company at the risk of his life. 


By ARMSTRONG PERRY 


er’s helper. What he did on a 

hot July morning on Staten Is- 
land, New York city, proves that he 
was, two ways. 

He was working with Patrick J. 
Devaney, a splicer for the New York 
Telephone Company, on one of those 
exacting jobs that a customer never 
thinks of when he swears about a 
wrong number—a wrong number due, 
perhaps, to his trying to talk with a 
cigar in his mouth. Devaney was 
working in the manholes, on an un- 
derground cable. These cables, with 
their lead covering, look simple from 
the outside, but if any one of the 
scores of wires inside happens to be 
spliced to any wire but the one it be- 
longs with, it is likely to be as bad a 
mistake as those that keep Reno busy. 

It is no wonder that Devaney had 
a headache. He had a better reason 
than some of the customers over in 
Wall Street. A manhole under an un- 
shaded pavement in midsummer is 
about as hot as the traditional region 
that it might lead to if it went deep 
enough. Devaney mentioned the 
headache to Nilsen when he came out 


J OSEPH N. Nilsen rated as a splic- 


of one manhole and went on to the 
next. Nilsen offered to work the 
next hole, but a telephone man does 
not lay his responsibilities on another 
man’s shoulders as long as he can keep 
going. Devaney swung down the lad- 
der and went on with his job, leaving 
Nilsen above ground. 


D EVANEY was not a man to com- 
plain without cause, but Nilsen 
did not know how bad things were 
until, glancing into the hole, he saw 
the splicer pitch forward onto his 
face. Water, six inches deep, covered 
the bottom of the hole. Into this fell 
Daveney. His face went under. He 
made no effort to get his nose out. 
Nilsen realized that the splicer, if still 
alive, could last only a matter of sec- 
onds. He reached for the ladder. 

An upswirl of gas sent him dizzy. 
It was deadly. 

Nilsen had to make a quick decision 
and every alternative was decidedly 
unpleasant. Hesitation meant death. 
for Devaney. Going down after him 
might mean death for both. The only. 
way to get Devaney up the ladder was 
by the one-man carry and that could 
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not be done in these conditions. The 
splicer weighed 185 pounds and the 
manhole was too small to pass two 


men at once. 
| ftom was no stranger to emer- 
gencies. A few months earlier 
he had helped a victim of an auto ac- 
cident and then a hit-and-run driver 
laid out ten bystanders for him to take 
care of, but that was comparatively 
simple for a man who knew first aid. 
In the present situation there were 
only seconds in which to figure out 
ways and means, there was no guar- 
antee that his effort could continue be- 
yond the short span of a single breath, 
and the task, on the face of it, seemed 
impossible. 

Nilsen started down the ladder. 
Obviously the first thing was to get 
Devaney out of the water before he 
drowned. He shouted to a bystander 
for help, but no one came. 

Down in the hole he lifted Devaney 
out of the filthy liquid and propped 
him up. He was dead to the world 
and harder to handle than a bag of 
loose sand. Nilsen then climbed out 
for a breath of air and a second at- 
tempt to secure help. This time he 
was more lucky; two men heard his 
shouts and responded. With Nilsen 
in the hole and two men up, they were 
able to lift Devaney into the street. 
oa Devaney was uncon- 

scious from submersion in the 
water or from the effects of the gas, 
Nilsen knew that the Schaefer method 
of resuscitation was the proper first 
aid. He was weak himself, from the 
gas and heavy exertion, but he turned 
the splicer face downward with his 
head on one arm, and started the 
rhythmic downward pressure and 
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quick release which actuates the mus- 
cles of the chest and produces artifi- 
cial breathing. In the meantime he 
sent for an ambulance. 

The hospital was a long distance 
away. It was twenty-five minutes be- 
fore the ambulance arrived. More 
time elapsed before Devaney began to 
breathe naturally. Then the ambu- 
lance took him away and the next day 
he was home once more, safe and 


sound. 
|, igen did not stop with the res- 
cue of his fellow worker but 
kept on walloping Old Man Trouble. 
That same month he was among those 
present when a parked car and a con- 
crete pillar got in the way of a driver 
who showed more speed than sense. 
Nilsen and another splicer, William 
R. Nichols, patched up the victim. 
Last spring he went out to call on a 
friend and discovered a house on fire. 
He saved five persons, to say nothing 
of the dog which was locked in the 
cellar. 

The New York Telephone Com- 
pany has been particularly careful to 
deserve the good will of the public 
which it serves so continuously. Its 
management realizes that heroic acts 
such as those performed by Nilsen 
have more effect on many persons 
than any effort the company may put 
forth to make its public service poli- 
cies understood. So this summer, 
when workers in many industries 
were receiving blue envelopes, Mr. 
Joseph N. Nilsen was among those 
who received a Vail Medal. These 
medals, given in memory of Theodore 
N. Vail, formerly president of the 
American Telephone and Telegraph 
Company, are awarded to employees 
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of the Bell system who perform acts 
conspicuously illustrating ideals of 
public service. 

If Mr. Vail, who gave up his com- 
fortable life in the country to make 
the telephone available to the common 
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people, is now following events on 
earth, there is no doubt that he also 
appreciates the willingness of a hum- 
ble worker in the ranks to make, if 
need be, the supreme sacrifice for his 
fellow men. 








According to the Newspapers— 


“Yes” is the word most frequently used over the telephone. 
* cl 


Tue longest street car line in the world is in Chicago, and stretches 


over 21 miles. 
* 


* 


THE first air mail stamps ever issued were gotten out by the Italian 


government in 1917. ‘ 


” 


A MOVEMENT has been started to change the name of the “kilowatt 


hour” to the “Edison.” 
* 


+ 


Hersert Hoover is the first President of the United States to have 


a telephone on his desk. , 


* 


Tue shortest bus route in the world is in Brooklyn, New York; 
it covers a distance of only a half mile. 


* 


a. 


Rapio receivers, for the entertainment of passengers, were first in- 
stalled on the trains of the Canadian National Railways. 


~ 


* 








THERE are enough poles in the Bell telephone system to build a solid 
transcontinental fence 30 feet high from New York to San Francisco. 
a . 

Because the orthodox Jew cannot tear paper on the Jewish New 
Year, greeting telegrams are placed in envelopes without stickum on 
the flaps. 

* . 

Tue “hello girls” in the Chinatown central office in San Francisco 
must memorize both the names and telephone numbers of the 2,300 
Chinese subscribers. 

~ * 

A TELEGRAPH office that employs only Japanese operators, clerks, 
and messengers, has been opened in Los Angeles, for the accommoda- 
tion of Japanese customers. 


* 

“EAVESDROPPING” on party telephone lines so increases the elec- 

trical resistance of the circuit that a special “eavesdropping switch” is 

being advocated by a Nebraska engineer, as a measure for maintain- 
ing proper service. 
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As Seen from the Side-lines 








ws a shall we put into the plat- 

form this year ?” asked a West- 

ern radical, liberal, or what-have-you. 
* x 


“Don’t forget the railroads,” said 
a colleague many years his senior. 
“We can talk about them any time.” 

aK * 


PRESIDENT Hoover has talked about 
the railroads. He put them into his 
message to Congress, which can be con- 
sidered as his platform. We can, how- 
ever, remove the suspicion of political 
expediency when we read his words: 

* co 


“THE well-maintained and successful 
operation and the stability of railway 
finances are of primary importance to 


economic recovery. 
* * 


“Tuey should have more effective 
opportunity to reduce operating costs 
by proper consolidation. 

* * 

“As their rates must be regulated in 
public interest, so also approximate 
regulation should be applied to compet- 
ing services by some authority.” 

* * 

THE message on that point was short 

enough not to be misunderstood. 
* * 

PRESIDENT Hoover wants the present 
session of Congress to afford such per- 
missive and persuasive legislation as 
may enable the railroads to consolidate 
among themselves, subject to ultimate 
approval by the Interstate Commerce 
Commission, in order that their fi- 
nancial structure may be made stable 
and prosperous, and that the maximum 
of efficient service may be supplied the 
customers at the most reasonable rates 
possible. 


* * 

Unpoustep.ty, Mr. Hoover had dis- 
cussed a program with the Interstate 
Commerce Commission prior to the 
presentation of his message, because, 
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he commended the recommendation 
which would come from the commis- 
sion to the expeditious attention and 
consideration of the Congress. 

* * 


He and the commission were in 
accord, evidently. 
* 


THE commission proposed some tech- 
nical steps whieh would facilitate con- 
solidations. It proposed a new rate- 
making structure, too technical to be 
analyzed here at this moment,. but the 
purpose of which is to afford the rail- 
roads a more dependable income when 
times are not too hot. 

* * 


In a word, the commission suggested 
that we should get away from the 
fallacious theory that rates should go 
down where prosperity reigns and 
should go up when the wolf is at the 
door and nobody has a spare bone to 


toss him. 
x * 


THE commission proposed that the 
recapture clause be eliminated. What 
good it has done is evanescent, because 
if a nickel ever has been recovered 
under it it was a lead one which was 
without currency or current value. 

* * 


THERE should be regulation not only 
of the bus lines, said the commission, 
but of pipe lines, waterways, and the 
other mediums of transportation which 
have leeched away the revenue the rail- 
roads enjoyed in the past. 

* * 

OF course, there were other proposals 
by the commission, the mystic number 
nineteen in all, but enough has been 
said to indicate that Mr. Hoover and 
the commission had a huddle and they 
agreed upon the numbers and the play. 

* * 

A FORWARD pass seems to be essential. 
The sturdy line plungings of the Heffle- 
fingers and Buck Thornes were good 
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enough in their day, but the distance to 
be gained and the time allotted require 
open play now. 
* * 
THEY want economic recovery, do 
Messrs. Hoover and commissioners, 
and so long as the railroads, despite the 
new process of competition, are the 
background, spinal column, and cere- 
bellum of transportation, they must be 
revived, rebuilt, and restored to econ- 
omic solidarity if the country as a 
whole is to recover. 
* “TB 
For their purposes, Congress must 
be consulted. 
* * 
For our purposes, Congress must be 
estimated and it must be considered 
frankly. 


. ok * 

Conecress is thirteen months late, to 
begin with. These gentlemen were 
elected in November of 1930, and they 
came into formal existence in December 
of 1931, just in time to pay a few 
left-handed compliments to each other 
and depart for home, where, possibly, 
they found that holiday spirit known 
as peace on earth to men of goodwill. 

* * 

Moreover, this is a political Con- 
gress. All of them are, because govern- 
ment is itself political; but this one 
finds authority divided between rival, 
contending, and contentious parties. 
And it is found to be meeting at a time 
of economic uncertainty when leader- 
ship is nil and when a presidential con- 
test is just around the corner, if pros- 
perity is not. 

* 

THERE will be hearings of Mr. 
Hoover’s message and of the commis- 
sion’s recommendations when and if the 
committee chairman can find a moment 
not relinquished to the contest between 
Mr. Moses and those to whom he 
applied a Biblical appellation and when 
and if they can find a moment not re- 
linquished to the very practical catering 
to those certain constituents back home 
whose requests must be appeased ere the 
coming campaign and election. 
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Concress could have done much 
better by the railroads and the con- 
servative financiers could have done 
much better by the railroads if they 
had insisted upon the adoption of 
Senator Norris’ resolution for abolition 
of lame-duck sessions. 

x x 


A “PROSPERITY” session of Congress 
could have been in, sitting for months, 
without the pressure of impending 
elections and some sensible laws for 
improvement of the railroads and the 
country as a whole could have been 
enacted and put into operation, that is, 
assuming that Congress has the will 


and the intelligence. 
* * 


In any event, there is no other arbi- 
ter; there is no other fountain of 
knowledge and repository of power to 
which the appeal for relief can be made. 

* ok 


WE have heard so much about motor 
competition and its effect upon freight. 
Well, we got another jolt out of the 
fact that while the trucks have pene- 
trated heavily into freight carrying, the 
busses competed for passenger traffic 
to the extent of $450,000,000. Except 
where they engage in interstate compe- 
tition, the truck and the bus can be 
regulated only “back home.” 

. * 

“Back home” means the state public 
utility commissions. 

* * 

Tuey and they alone have authority 
to fix the regulations essential to intra- 
state transportation and they could be 
jealous to retain those rights ere Con- 
gress yanks them away as it has done 
to such an extent, a regrettable extent, 
in the regulation of the railroads and 
other carriers and other means of com- 


munication. 
* * 


WE can assume that Congress has 
other fish to fry than the doing of that 
which Mr. Hoover and the I, C. C. are 
asking to be done. 
















The Purposes of the Conventions 
of the National Association 
of Railroad and Utilities 
Commissioners 


Nn the November 12, 1931, issue of Pusiic 
Utitities FortNIGHTLY, page 579, there 

is an article by David Lay which gives what, 
I think, are some unfair conclusions as to 
the views of the National Association of 
Railroad and Utilities Commissioners, in the 
recent Richmond convention, and likewise 
reflects an unfair attitude of a magazine 
which, apparently, purports to be endorsed 
by the National Association of Railroad and 
Utilities Commissioners.! 

I have no disposition to engage in a con- 
troversy with the writer of this article, or 
with the magazine in which it appeared, but 
I have a feeling that in view thereof some- 
body aside from those individuals specifically 
referred to therein ought to set out as clearly 
as possible some of the fundamentals which 
underlie what purports to be and what actu- 
ally was a protest against some of the things 
which have influenced the conduct of the 
several recent conventions. 

My personal opinion is that it is unfair 
for a magazine which purports to have the 
endorsement of the National Association of 
Railroad and Utilities Commissioners to at- 
tempt to take sides on any question of policy 
within the convention, much less to edit an 
article which is calculated from its very 
nature either to stir up discord within the 
Association itself or to discredit independent 
views of its members. 


A’ the outset, permit me to say that I am 
an ardent believer in states’ rights, not 
only as a sound principle of government, but 
as an effective means of public utility regula- 
tion. Hence, I cannot be classed with those 
whom the writer of this article apparently 
would like to put in the list‘of propagandists. 


1 Public Utilities Reports, Annotated, were 
officially endorsed by the National Associa- 
tion of Railway Commissioners (now Na- 
tional Association of Railroad and Utilities 
Commissioners) at its annual convention, 
October 16-19, 1917. (See Official Proceed- 
ings 1917, pp. 261-264.) 


OUT OF 
THE MAIL BAG 
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The impression is given that any attempt 
to change either the program or the policy 
of these conventions is a leaning toward 
“federalization of industry and the tenets 
of government operation and ownership.” 
That, I think, is most unfair and when 
analyzed in the history of past conventions 
is a severe indictment of those who are so 
interested in the other side of this question 
that they have gone out of their way, 
consciously or unconsciously, to see that it 
might not be brought up. I say this after 
observation of many years of attendance at 
these conventions. 

Referring specifically to the article in 
Pusiic Utizities FortNIcHTLy, might it not 
have been more charitable to have intimated 
that those who might politely be called 
“protestants” may have had in mind the 
ultimate good of the Association? Person- 
ally, I have felt a tendency, which I think 
was most pronounced at the 1929 convention, 
to crdwd out anything which might lead to 
a discussion of the question of government 
ownership, unless such discussion happened 
to be in opposition thereto. But I doubt 
seriously whether this question is one of 
particular interest among regulatory com- 
missioners or one with which they are pri- 
marily concerned. 

My own opinion is that the thrusting for- 
ward of this question of government owner- 
ship shows either a lack of clear thinking, or 
a studied purpose to keep out of the con- 
ventions a discussion of matters which may 
concern a policy of real utility regulation. 

As to the question of interstate regulation, 
4 observation is that many, though not all, 
of those who have argued against it have 
had in mind, consciously or unconsciously, 
not the question of states’ rights and free- 
dom of government and individual action, 
but rather the prevention of any real utility 
regulation from any source. 


She purpose of the National Association 
of Railroad and Utilities Commission- 
ers is to permit the members of the several 
state commissions and the Interstate Com- 
merce Commission to work together on the 
mutual problems before them. The Associa- 
tion had its origin in the desire of the Inter- 
state Commerce Commission to secure the 
assistance of the state commissions in matters 




























of common carrier regulation coming before 

the Federal and state commissions. For a 

number of years the conventions met in 

Washington where the Interstate Commerce 

Commission members and its staff were very 
active in the proceedings. The Association 
has grown in membership with the increasing 
jurisdiction conferred from time to time 

upon the respective commissions. But its 
aims and purposes have remained constant, 

i. e., to work together for the common good 
and to secure a better and more helpful 
understanding of the common problems. 

In pursuance of these purposes, a central 
office was established in Washington with 
a general solicitor in charge, who represents 
the states in matters coming before the Inter- 
state Commerce Commission, the Federal 
courts, and Congress. 

I attended my first convention in 1917, 
when the Association was styled the “Nation- 
al Association of Railway Commissioners,” 
and I have attended each convention since 
that of 1921, including this year’s convention 
at Richmond. 

I know something of the splendid aims and 
purposes of this organization and of the 
things it has really accomplished. Speaking 
for my own state of Oklahoma, the assistance 
which we have received through the office 
of the general solicitor has been worth 
many, many times the trouble and expense 
of participation in the conventions and the 
contributions to the office. I would exceed- 
ingly regret, therefore, if anything which 
might be said, or done, would lessen in one 
whit the support of the Association itself 
and more particularly of its central office 
at Washington. Of all the money spent for 
utility regulation by the state of Oklahoma, 
I think, none of it has bought for our state 
relatively larger returns than has that con- 
tributed for the maintenance of the central 
office at Washington and the general solicitor 
therein. 

Further, during all these years of my 
membership in the Association, I have made 
many splendid friends among men whose 
integrity and purity of purpose I cannot 
question. These men are actuated, in my 
belief, with the same high ideals and the 
same nobleness of purpose which each and 
every public utility commissioner may hope 
for. Therefore, anything which I may say 
herein cannot, I hope, be construed as any 
reflection against these gentlemen personally 
or against any officer personally in the con- 

duct of the conventions or in the determina- 
tion of the policy of these conventions. 

What I shall say refers more particularly 
to the outside influences which, perhaps more 
or less unconsciously, have crept into the 
conventions and have, in my opinion, too 
largely diverted them from their real pur- 
pose. 

Having attempted to set myself clear on 
my attitude toward the National Association 


PUBLIC UTILITIES FORTNIGHTLY 


35 


of Railroad and Utilities Commissioners 
generally, and particularly toward its mem- 
bers individually who have honored me from 
time to time since I have been a member 
4 wae Association, I return to the question 
a : 


Tran of the National Association of 
Railroad and Utilities Commissioners 
has been too largely monopolized by routine 
matters and by entertainment to give t 
who are vitally interested in public utilities 
regulation and who have real problems to 
discuss any adequate opportunity either for 
discussion or consideration thereof; and 
that has been too largely due to the courtesy 
extended to gentlemen who are not members 
of the Association, thereby leaving little or 
no opportunity for the consideration of the 
really vital problems which should come be- 
fore the convention. 


T be more specific and to the point; the 

representatives of utility interests, direct- 
ly or indirectly, in my opinion, have been 
given too much time in the proceedings of 
the conventions—and here again I am making 
neither direct charges of impropriety against 
such representatives nor attempting to draw 
into issue any personalities. 

This thing had, I think, more or less un- 
wittingly grown into the conventions, until in 
1930, the Association found itself embarrassed 
by the fact that it had so many guests on its 
convention program that it was wholly im- 
possible for its members to find time to dis- 
cuss matters of general importance and con- 
sequence. The result was that at this con- 
vention I introduced a resolution, which was 
unanimously adopted, providing that the first 
two and a half days’ sessions of the 4-day 
convention in 1930, whether continuous or 
not, except for welcome addresses and re- 
sponses thereto, should be devoted exclusive- 
ly to participation of active members of 
the Association. That program was carried 
out at the Richmond convention this year 
and a separate half day was set aside by the 
executive committee for a meeting of mem- 
bers only, where opportunity was to be given 
for the free expression of views on matters 
of interest to individual commissioners. 

Nevertheless, there was the old feeling 
that the real purpose of the convention was 
not being carried out. There was still in- 
sufficient time for the discussion of vital 
problems. The set program left insufficient 
opportunity for the individual commissioners 
who had problems in their own states on 
which they wanted help to get them before 
the convention. Moreover, the crowding into 
the last half day, when a very large number 
of the delegates had either gone or were 
leaving, seemed unfair to the outside speak- 
ers on the program and must have been 
somewhat embarrassing to the members of 
the Association who were hosts of the con- 
vention. 








The foregoing is said without meaning 
the slightest reflection upon the executive 
committee or upon the splendid officers who 
served so patriotically during the past year, 
and at the convention. My observation is 
that it is impossible to start arranging a con- 
vention program in which utility representa- 
tives participate without making that pro- 
gram so inclusive that it defeats the very 
end of the Association, and this is said with- 
out reflection on the gentlemen who have so 
graciously accepted invitations to participate 
in these convention programs. 


n the days of the early conventions which 
I attended there was no thought, as I 

recall it, of devoting the program to utility 
representation. Such representatives were 
always welcome as guests of the: convention, 
if they cared to attend without participating 
therein, but active participation in the con- 
vention or its program by such representa- 
tives leads inevitably to embarrassment and 
misunderstandings, quite aside from the ques- 
tion of taking up time which ought to be 
devoted to the real problems of the con- 
vention. 

Given the opportunity, members of the 
Association at their conventions would dis- 
cuss the immediate and vital problems before 
them. This they cannot do, if these things 
are crowded out either by numerous com- 
mittee reports, on which there is little or no 
opportunity for discussion, and papers and 
addresses by guests, which too often smack 
of propaganda, and which courtesy and good 
taste would probably forbid a reply thereto, 
did time permit. 

The remedy therefor seems obvious to the 
writer, i. e., that the time of the convention 
sessions be reserved for vital and important 
matters, with sufficient time and opportunity 
for discussion thereof by the members of 
the association; and for the informal calling 
up and discussing, at a time or times set 
apart therefor, by the individual members 
of the Association, of questions or problems 
which may be of vital concern to them, and 
on which they may reasonably expect to 
exchange views and to get assistance or help- 
ful suggestions from the other members of 
the Association. 


PUBLIC UTILITIES FORTNIGHTLY 








Y own opinion is that all the utilities 
would be far better off if representatives 
of utilities or their associations were not placed 
on the programs, and if they had no par- 
ticipation whatsoever in the conventions. I 
can visualize the embarrassment I would 
be placed in if, as a member of the executive 
committee, I were given the task of inviting 
utility representatives to participate in the 
program. It would seem impossible to invite 
representatives of one set or group without 
inviting all. I can also visualize the em- 
barrassment of a utility representative who 
had been invited to participate, in refusing to 
accept such invitation. 

Certainly anything which could lend color 


‘to any attempt by such representatives to in- 


fluence action of the convention either in 
voting upon questions or measures, or for 
officers of the Association would be most 
unfortunate both for the Association itself 
and for the utilities. 

But the thing I am attempting to discuss 
goes far beyond the substance of any maga- 
zine article, and this is particularly by way 
of reply to the article referred to, for other- 
wise it would more properly be taken up 
directly with members of the Association. 
This thing is far deeper than that intimated 
or reflected by the attitude of Pusric Urtm- 
TIES FortNiGHTLY. It goes to the very 
foundation of public utility regulation. It 
involves not only the fundamental question 
of state public utility regulation, but of the 
attitude of utility managers and owners 
toward the public. It involves the right of 
the public to secure a square deal from the 
public utilities. It goes to the question of 
fairness of the public utilities toward their 
patrons on the one hand and of the public 
toward the utilities on the other. It is these 
deeper and fundamental questions which lie 
at the root of real public utility regulation 
which ought to find their places on the con- 
vention programs where there will be time 
for discussion thereof by the members of 
the Association, uninfluenced and unem- 
barrassed by the participation of guests of 
the Association. 

—Paut A. WALKER 
Chairman, Corporation Commission 
Oklahoma 





The Economic Effect on the State of Keeping 
Water Power at Home 


How restrictive measures have worked out in actual experience in those 


states—notably Maine and West Virginia—as seen by 


Hersert Corey 


in their practical, industrial aspects, quite aside from political or legal 
considerations, will be described in a coming issue of this magazine. 
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What Others Think 





Will there Soon Be Many New Additions to 
the Public Utility Family? 


ee. not especially public 
utility regulation, but the process 
of governmental supervision over pri- 
vate business, presumably by commis- 
sions or counselors armed with the 
power of the law—threatens to in- 
undate our entire economic structure. 

The word “threatens” is not used to 
imply a menace, but to denote a possible 
change that is both imminent and im- 
portant. It may be an excellent change. 
It may be an unfortunate change. But 
what is most important for us right now 
is to wake up to the fact that the change 
will be, if it comes to pass, a radical, 
dynamic change, that it is now knock- 
ing at our door and that we must weigh 
consequences of and decide now before 
we are irrevocably pushed in or irrev- 
ocably kept out by one or the other 
groups of advocates of the suggested 
policy. 

First of all, we must recognize that 
business, or at least our basic industries, 
are sick. They are suffering from the 
ills that partially, at least, accompany 
our individualistic economy. As a 
nation we will never trade that system 
for the communistic brand. Granted 
and proper. But as long as we permit 
individual economic freedom, we allow 
to the individual a privilege which, 
consciously or unconsciously, he treas- 
ures more than all the rights in the bill 
of rights, including freedom of speech, 
press, and religion. That privilege is 
the right to make mistakes. And until 
man becomes superhuman he will make 
mistakes, no matter what economic or 
political policy he may be operating 
under. 


As long as the American business 
man has the right to make mistakes 
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in the conduct of his business (and 
heaven forbid that he should ever be 
deprived of it!), he will continue to 
exercise that right in the future as free- 
ly as he has in the past. Result: de- 
pressions, panics, booms, Mississippi 
bubbles, and all the other economic 
headaches that proceed from letting the 
public spend its money as it pleases. 

Such, in substance, was the testi- 
mony of Charles Mitchell, president of 
the National City Bank of New York, 
before the Senate Subcommittee on 
Senator La Follette’s plan to create a 
National Economic Council. 


rR. Mitchell apparently does not 

think much of Senator La Fol- 
lette’s idea. He concedes that if the 
members of this proposed council, 
which would be given authority to plan 
for American industry in general, could 
have at their command all the technical 
background of the numerous business- 
es over which they would exercise au- 
thority; if, in addition, each member 
could combine the financial genius of a 
Hamilton, the political courage of a 
Burke, the detached philosophical vision 
of a Plato, and the moral integrity of a 
Thomas of Aquinas; in short, if the 
council could be composed of intellec- 
tual supermen, and if, in addition to 
all this, the American public, including 
our rival business men and politicians, 
could be converted into patient, obedi- 
ent disciples awaiting but the word of 
the master, then a National Economic 
Council would be a great success. 

But Mr. Mitchell objects that this is 
an imperfect world and that—well, 
why go on? Just let us look at the 
hopeless snarl that our Federal Tariff 
Commission now has on its hands in 
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trying to administer a simple provision 
of a tariff law among conflicting indus- 
tries. 

But vetoing Senator La Follette’s 
plan does not solve the problem. Our 
basic industries are still sick—not dan- 
gerously, of course, but uncomfortably. 
They have economic aches, some of 
which may be growing pains, from 
absorbing too many mergers. Inex- 
orable economic forces have compelled 
our industries to expand. They could 
not remain on the old-time competi- 
tive small-town basis of 1850, even 
if they wanted to do so. They had to 
move with a moving world or get out 
of it. There is no status quo in com- 
merce. But around this expanding 
corporate girth, biting in like a steel 
ring, is our anti-trust legislation—in- 
efficient, unenforceable, but painfully 
extant. 


N= we come to the economic 
crossroads. The Sherman and 
Clayton Acts annoy business even while 
they fail to police it. We have two 
roads: 

(1) Repeal the law in favor of some 
system of governmental regulation of 
all industries: 

(2) Repeal the law and leave busi- 
ness alone to work out its own destiny. 

On the first point the suggestions so 
far have called for a very mild sort of 
regulation. 

Take the coal men for instance. 
They are having a bad time of it. 
Competition is keen; they are cutting 
each other’s throats; there is over pro- 
duction, and none of them are making 
much, if any, profits. The coal men 
themselves would like to be regulated 
fully as a public utility, but more con- 
servative suggestions would have the 
coal men meet at a round table to de- 
cide on a proration of production, mini- 
mum and maximum rates, wages for 
employees, and other matters affecting 
competition. If they attempted to do 
such a thing now it would be, of course, 
unlawful under the Sherman and Clay- 
ton Acts. But under the new dispensa- 
tion the agreements would be forward- 
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ed to the Justice Department, or some 
sort of board—Senator La Follette’s 
National Economic Council perhaps, 
although he plans other things for it. 
There it will be scrutinized to see that 
the public is not being exploited, and 
once having the official “O. K.” will be 
allowed to go into effect. 


His is the mildest form of regula- 

tion suggested. If the governmen- 
tal board could not agree with the coal 
men they would just go on as before. 
If it did agree, it would not have power 
to enforce the agreement. The coal 
men would have to enforce it them- 
selves. If some miscreant should kick 
over the traces and start out to violate 
the pact, the other coal men could only 
treat him with silent contempt or sue 
him for breach of contract. A more 
vigorous suggestion by a number of 
economic students would give the 
board power to enforce the pact, and 
probably the most radical suggestion 
would give the board power to call the 
operators together in the first place and 
impose a program on them whether 
they wanted it or not. 

It is not particularly important at 
this point which form of suggested 
regulation is best. It is for us to de- 
cide whether we need regulation at all. 
Once started, regulation has a way of 
extending itself, unless all past history 
is misleading. As Senator La Follette 
well pointed out during the recent hear- 
ing on his proposal, there can be no 
control of production without control 
of price, nor control of price without 
control of accounting, and so on, until, 
once started with regulation, we will 
inevitably go the whole hog. 


ENATOR La Follette’s observations 

were made during the interesting 
testimony of Mr. Henry I. Harrison, of 
the United States Chamber of Com- 
merce. Mr. Harrison had suggested 
some mild sort of official exemption of 
industrial production agreements from 
the Sherman Act, subject, of course, to 
governmental approval of each specific 
agreement. Whereupon the Senator 
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asked if it were not true that production 
control would necessarily react upon 
prices. Mr. Harrison agreed. Next the 
Senator wanted to know how the gov- 
ernmental agency could approve the 
proposed agreement without having 
authority to secure necessary informa- 
tion and data and records from the 
industries involved. Mr. Harrison 
seemed to agree that such information 
would be essential to intelligent gov- 
ernmental approval. 

This means governmental control of 
industrial accounting and-already we 
see the door wide open and every busi- 
ness a public utility business. 

From personal correspondence with 
the indefatigable David Lilienthal, of 
the Wisconsin commission, we first be- 
came apprised of the interesting fact 
that just such an experiment is about 
to go into effect in Hungary. All basic 
industry in Hungary has been organ- 
ized into cartels. A new law now gives 
the Hungarian Minister of Commerce 
control over cartel agreements, includ- 
ing powers to limit production, fix 
prices, and supervise territorial agree- 
ments. It might be well to watch the 
Hungarian experiment closely before 
adopting the La Follette proposal. 


Bu now let us turn to the second 
alternative. There are some pro- 
gressive industrial leaders who believe 
that American business if given the 
full responsibility can be made to 
think itself into an attitude of being 
its own “best friend and_ severest 
critic.” They believe with Jefferson 
that that government is best which 
governs least. They would restrict 
government as much as possible to the 
necessary duties of preserving law 
and order, dispensing justice, safe- 
guarding public health, and providing 
for public education and improvement. 
They believe that business leaders are 
individually as moral and as farsighted 
as any government official, even though 
their own property is involved, and that 
if left alone and convinced of the ne- 
cessity for doing so, they can work out 
a system for internal regulation far 
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more efficiently than a governmental 
board. 


uT what would happen if we re- 

pealed the policeman? The argu- 
ments of those who believe business 
capable of rising to the emergency 
might best be summed up in the story 
of the Old Woman of the Ganges. Ac- 
cording to legend, a certain stretch of 
the Ganges used to be occasionally 
troubled with man-eating crocodiles. 
To safeguard their children who were 
tempted to swim in it, the people of a 
nearby village commissioned an old 
woman who lived near the Hindu ver- 
sion of the “ole swimmin’ hole” to keep 
the young ones away. The youngsters 
naturally resented this policing much 
as our American youngsters resent the 
truant officer; they easily eluded her 
and often bathed im the forbidden wa- 
ters, fortunately without mishap. One 
day the old woman died and young 
India, to celebrate the event, swam all 
day unhampered. Suddenly a croco- 
dile came and gobbled up one of the 
offenders before the horrified gaze of 
his companions. 

After that they needed no old woman 
to compel them to stay away. Of 
course, the lesson was rather hard on 
the unwilling piece de resistance but 
tremendously beneficial to the balance 
of them. 

If governmental policing, such as it 
is, were withdrawn, these industrial 
leaders say that business would soon 
come to its own senses. Why, they ar- 
gue, must we go on assuming that when 
ten or twelve men, who individually are 
honest, kind-hearted, upright citizens, 
good husbands and fathers, sit down 
at a directors’ meeting they must nec- 
essarily give collective voice to corpo- 
rate action that is inhumanly cruel, 
sublimely selfish, and frequently dis- 
honest? Is there no such thing as cor- 
porate morality? Is a business cor- 
poration really without a soul? Is the 
corporate body incapable of absorbing 
at least a modicum of the individual 
ethics which distinguish the gentlemen 
who compose it? 





(— Swope believes that if we 
tf put the responsibility squarely up 
tg to American business, American busi- 
ness will show us that it can be honest 
and intelligent. If it has been careless 
in the past it is simply because we in- 
sisted on the old-fashioned police 
methods. 

Mr. Charles E. Asnis, of the Penn- 
sylvania Securities Commission, goes 
further than that and submits that un- 
less such a sense of internal corporate 
responsibility can be developed, busi- 
ness will continue on the skids. No po- 
liceman can really help it. Officer La 
Follette may be younger, faster, and 
brighter than officer Sherman. He may 
succeed in catching a few more delin- 
quent offenders, but most of the kids 
would get away as usual and stick out 
their tongues at him. Unless the 
gamins of American business can be 
convinced themselves that it is wrong 
for them to throw stones through their 
competitor’s windows, all the police in 
heaven and earth cannot stay them 
from continuing to do so to their own 
ultimate destruction. 

Mr. Asnis, writing in the United 
States Daily, said: 


“The regeneration of business lies with 
business itself. Governments may impose 
regulations, commissions may require ad- 
ministrative compliance, but, in the last 
analysis, business is its own moral regula- 
tor; and, it can not square itself with the 
conditions, which in great part it has it- 
self brought about, unless and until it rec- 
ognizes that it has a social responsibility 
to the people whose investments make its 
growth possible, its operations probable, 
and its services useful.” 









































R. Swope, writing in the Novem- 
ber number of Corporate Prac- 
tice Review, sets forth in a simple in- 
teresting way an outline for interin- 
dustrial regulation. It would be pre- 
sumption to attempt even a summary 
here. Everyone interested in the fu- 
ture of American economic life, par- 
ticularly those who have been accusing 
business of lacking a “plan,” ought to 
read it. 
Granted that business leaders have 
the best intentions in the world, can 
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we depend upon their ability to the 
extent of surrendering to them unre- 
stricted possession of America’s future 
economic fate? If their failure or mis- 
takes hurt only themselves, it would not 
be so much of a risk to the millions of 
Americans who never clipped a secu- 
rity coupon in their lives. But every 
one of us has a stake in the future of 
American commerce. 

If only a few businesses met grief, 
to the eternal edification of the balance, 
the sacrifice might be worth the while 
just as the lesson learned at the Ganges 
by the little Hindu boys was worth 
while to the survivors. But what dan- 
ger is there that American businesses, 
suddenly free of restriction, will engage 
in an orgy of commercial carelessness 
and fall wholesale victims to interna- 
tional crocodiles ? 


B fy are matters which the Amer- 
ican must ponder. We are at the 
crossroads. The forces and counter 
forces now seeth in a plastic state from 
which will emerge our future economic 
policy for many decades. Either we 
will have more regulation or less of it. 
There will either be an increasing trend 
towards commission supervision and 
an increasing parade of new utilities, 
or there will be a steady diminution of 
governmental boards and less orders 
from Washington. The mighty boulder 
of public action now trembles tempo- 
rarily balanced on the peak between the 
Valley of Action and the Valley of In- 
action. 
Which way will it crash? 
—F. X. W. 


Testimony by Charles Mitchell. Senate Sub- 
committee on a National Economic Coun- 
cil. Washington, D. C., December 2, 1931. 


Testimony by Henry I. Harrison. Senate 
Subcommittee on a National Economic 
a Washington, D. C., November 
16, 1931. 


SetF RecuraTion oF Business Is aA Morar 
Responsisitity. By Charles E. Asnis. 
The United States Daily. December 4, 
1931. 

STABILIZATION OF INpUsTRY. By Gerard 
Swope. Corporate Practice Review. No- 
vember, 1931. 
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Universal Regulation; A Possible Answer to 


Economic 


vERY day presents new evidence 
that the future control and destiny 
of American business, and consequently 
the basic economic policy of our nation, 
lies in the balance; that our leading 
economists and statesmen are working 
earnestly for a way to get American 
business out of its present slough of 
depression and to keep it out. Nothing 
definite will be done, of course, in the 
immediate future, for neither a leader- 
less Congress nor a restricted President 
can, under political conditions that will 
prevail for months to come, take the 
reins and follow any one plan in prefer- 
ence to the hundreds of others that are 
advanced. 

This period of economic meditation 
is highly important, however, because 
it is the plastic period; we are in that 
stage in the evolution of our composite 
economic thought when tremendous 
pressure this way or that way will in- 
fluence the trend of thought for the 
future. From that trend, barring an- 
other economic catastrophe, will come 
ultimate action. 

This seething and brooding of our 
best minds should be of especial inter- 
est to exponents of utility regulation 
if for no other reason than that the 
theory of utility regulation itself has 
been advanced as one of the most prom- 
ising and comprehen.ive remedies for 
our economic ills. Advocates of this 
plan would extend the system of regula- 
tion, which has proven so successful in 
providing a sound foundation for utility 
companies, while at the same time re- 
lieving the public from fear of extor- 
tion, to other lines of business. 


HESE advocates of universal regu- 

lation are not in accord with each 
other as to the extent to which they 
would regulate the business of the 
future. Some would restrict com- 
mercial regulation to centralized plan- 
ning; others would go the whole way 
and create a complicated system of gov- 


Depression 


ernmental regulatory bodies to regulate 
rates, service, competition, and so forth, 
of all our basic industries. But how- 
ever much they differ between them- 
selves, there are students of the same 
school of thought who believe that gov- 
ernmental regulation will save Ameri- 
can business from a repetition of the 
orgy of 1928 and the crisis that started 
in 1929 and is still with us. 

To balance the picture, it should be 
said that there are other schools of 
thought. It is probable that out of the 
present economic deliberation of our 
best minds there will emerge four gen- 
eral schools of thought. 

First will be the “governmental regu- 
lationists” already mentioned. 

Next will be the “intra-industrial 
regulationists,” who believe that busi- 
ness can and should regulate itself 
through a system of internal boards and 
conferences. 

A third school is the “stand-patters” 
who believe that a laissez-faire policy 
will pull us through; that the Sherman 
Anti-trust Act, while not perfect, is an 
adequate policeman to keep big business 
honest; that competition is the life of 
trade, and finally that periodic depres- 
sions are inevitable. 

Last of all are the radical socialists 
who believe that anything short of 
complete nationalization of our major 
industries by the government will be a 
waste of time and money. 


ine the last few weeks the gov- 
ernmental regulationists have oc- 
cupied the stage. The stage in this in- 
stance is a special subcommittee of the 
Senate which is considering the pro- 
posal sponsored by Senator La Follette, 
of Wisconsin, for the establishment of 
a National Economic Council (5. 6215). 
One of the most interesting witnesses 
to appear before this committee was 
Dr. H. S. Person, managing director of 
the Taylor Society of New York city. 
Dr. Person visualizes a great central 
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planning board, set up by the Federal 
government, which will act as a traffic 
policeman for the future progress of 
production and distribution in all of 
our basic industries. This would elim- 
inate the possibility of general over- 
production and would insure balance in 
all the finer working of our economic 
machinery. The big factor in the pres- 
ent depression he blamed on the “casual- 
ism of business.” He claimed that the 
present crisis is the result of “a general 
disregard of scientific management in 
American industry.” He stated: 


“It is a reasonable expectation that a 
National Economic Council, properly or- 
ganized and manned, and with adequate 
powers and facilities, could serve as a 
force which would influence busi- 
ness to make decisions which are com- 
pelled by the facts disclosed. These deci- 
sions, based on common _ information, 
would automatically achieve some degree 
of balance between total consumption and 
production, and between the productions 
of the various industries. 

“I have a picture of an agency with the 
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power to require all industrial enterprises 
to make periodic reports of quantity and 
value of raw materials purchased, on hand, 
passing from storage room to processing, 
in finished goods, etc. These reports could 
be considered cunfidential but could be 
summarized by industries, by raw materials, 
and other pertinent group data from which 
recommendations relative to the state of 
industry and the desirability of retrench- 
ment or extension in industry could be 
published.” 


Dr. Person dismissed the claims of 
the “intra-industrial regulationists” 
that business could ever be depended 
upon to run its own affairs. He stated 
that the trade associations of the coun- 
try have had very little general influence 
on stabilization of industry, but con- 
ceded that individual enterprises have 
succeeded in regularizing their opera- 


tions. 
—F. X. W. 


Testimony of Dr. H. S. Person. Senate 
Subcommittee on Proposed Establishment 
of a National Economic Council. Wash- 
ington, D. C. October 27, 1931. 





The Effect on Utility Stocks of the Threat of 
Political Interference 


HETHER or not the common stocks 

of the public utility companies 
will remain favored investment media 
in the future does not entirely depend 
on the management of these enterprises. 
If there were no extraneous factors, 
their future would be as well assured 
as anything can be. 

It is, therefore, not surprising that 
Mr. Laurence H. Sloan includes public 
utilities in the two favorable classifica- 
tions of the basic lines of American in- 
dustry in his book “Everyman and His 
Common Stocks.” In the first place 
they are singled out because they are 
among those industries whose selling 
prices are least affected by raw material 
fluctuations. In the second place, they 
are included in that group in which 
competitive conditions have in recent 
years had the least depressing effect 
upon selling prices. Consequently they 
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have merited their place among those 
ideal enterprise securities which prom- 
ised not only “the maximum amount 
of growth in disbursable profits,” but 
also promised “to maintain this rate of 
growth ad infinitum.” 

Shrewd investors, like those insurance 
companies which are not hampered by 
legal restrictions, have included large 
blocks of the utilities in their portfolios. 
But what of the future? Is there not 
already perceptible a growing fear of 
what regulation and hostile legislation 
may portend for the utilities? Since 
every other factor favors the continu- 
ance of the utility common stocks as 
prime investments, the only fly in the 
ointment is the attitude of the Ameri- 
can people as reflected in legislative ac- 
tion both Federal and state, and the 
attitude of existing regulatory bodies. 
That is why there can be no hesitation 
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in saying that it is not the management ; 
it is the future attitude of commissions 
and legislatures that will determine 
whether the public utilities will provide 
the common stock investor a partner- 
ship which “promises further improve- 
ment, or increase in value.” 

As a matter of fact, Mr. Sloan in 
this book deals with no particular situa- 
tions. His book is a helpful study of 
what constitutes a proper investment 
program as far as that program is con- 
cerned with common stocks. The long- 
term investment operation with such 
stocks is described in a very general 
way. In spite of the present painful 
experience he is optimistic of the utility 


of common stocks as an important part 
of any investment program. The rules 
he prescribes are logical and clear cut. 
The book will undoubtedly be valuable 
in explaining those forces which deter- 
mine values and prices. In its straight- 
forward simplicity it cannot fail to ac- 
complish the author’s purpose to “prove 
helpful in the formulation and prosecu- 
tion of a general long-term investment 
program.” 
—Dona_Lp ARMSTRONG 


EverYMAN AND His Common Srocxs. A 
Study of Long Term Investment Policy. 
By Laurence H. Sloan, vice president, 
Standard Statistics Co., Inc. New York: 
Whittlesey House. $2.50. 1931. 





The Utility Employee Tackles the 
Public Relations Problem 


HAVE just finished reading four doz- 

en papers submitted for the Martin 
J. Insull “public relations prize” by as 
many employees of the utility industry, 
located in various states of the Union. 
Taken as a whole, I have never seen a 
better compendium on public relations, 
human relations, or even “social rela- 
tions” as one contestant called it. 

To cite examples: 

Guy J. Morelle, customer service 
clerk of the Utica Gas and Electric 
Company of Utica, does not mince 
words when he says: 


“Misunderstandings between the custom- 
er and employee are the factors which 
cause the customer to feel a sense of in- 
justice done on the part of the company.” 
a. The employees who meet the cus- 
tomers are guardians of public opinion.” 


This is not tempered language, but 
it puts the burden right where most of 
us feel it belongs—on the shoulders of 
the employees of the utility companies. 
Often have we heard that “the employ- 
ee is the company when talking to the 
customer.” Mr. Morrelle thinks so and 
says so. The company cannot send its 
chief executive to every customer’s 
home, but its meter readers, repairmen, 
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home economists, cashiers, sales-people, 
and all the rest do have the privilege 
of meeting the customer and, therefore, 
they become the company in the cus- 
tomers’ eyes. 

“Every employee in our industry is 
a soldier in the Kilowatt Army,” ac- 
cording to Richard Klarfield of the 
Brooklyn Edison Company. He con- 
tinues : 

“When we can make our customers think 
of us not in terms of balance sheets, ca- 
bles, wires, and dug-up streets, but as a 
group of fellow human beings striving to 
give the best service we know how, then 
and only then can we be satisfied that we 
have started in the right direction.” 


The employee believes education is 
necessary, but sad to relate, not all ex- 
ecutives do. Not alone knowing our 
job and a little more too, as Mr. Klar- 
field suggests, but “going the other 
mile” is urged by Paul E. Hultquist, 
power representative of the Niagara, 
Lockport and Ontario Power Company, 
who feels that the power salesmen have 
an unusually good opportunity of bring- 
ing friends to the company through 
their close codperation with the big 
power users and by consulting with the 
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mill operators and advising in the pur- 
chase of machinery, so that there may 
be no aftermath when the purchased 
machine does not function as it should 
because of some condition which exists 
in the power company’s lines or char- 
acter of service. 


ECAUSE of the intricate nature of 

the power business, the represen- 
tative of the Georgia Power Company 
believes that “the customer has to take 
a great deal on faith” when dealing with 
a utility because he knows nothing, or, 
at least, very little of the elements the 
company deals in; the investments are 
so large that they are almost beyond his 
comprehension. He knows nothing of 
the costs of conducting this mysterious 
business; perhaps he is not so sure of 
the city officials elected to represent 
him; so for the most part he must take 
conditions on faith. This is true, and 
as a result the employee of the utility 
company is all the more obligated to 
know his job and perhaps a little more 
if he is to really represent the company 
and impart first-hand information. 

Many definitions of “public rela- 
tions” have been given, in the papers 
submitted but I like best what Miss 
Erna Fisher of the Hartford Electric 
Company says when she defines this 
subject as “consisting largely of getting 
some one else’s viewpoint and of giving 
him ours—a fusion of the company’s 
viewpoint with the one held by the pub- 
lic.” Here is a plain statement of what 
we have been seeking “ever since we 
arrived at the public relations period,” 
as Herbert A. Sanow of the Common- 
wealth Edison Company puts it. 

Mr. Sanow believes that the industry 
has come up through four periods of 
development; first, the engineering pe- 
riod; second, the period when solution 
to the problem of crude engineering 
was being sought and inefficient genera- 
tion facilities were being adjusted; 
third, the period when commercial ac- 
tivities engaged our attention; and 
fourth, the public relations period. In- 
cidentally Mr. Sanow is the only one to 
mention “customer ownership” as one 


of the stepping stones toward the cre- 
ation of good public relations. 


As the utility company created a 
false impression by the formida- 
ble, legal wording on its contracts and 
bills that are Greek to the ordinary cus- 
tomer? A meter engineer of the In- 
diana General Service Company be- 
lieves it has and that the utilities should 
divest themselves of such language. 
Not a bad thought at all; surely some 
companies have so much wording on 
their stationery and such lengthy con- 
tract forms that the customer wonders 
what it is all about. 

Closely akin to this suggestion is one 
from Glenn B. Tucker of the Northern 
New York Utilities, Inc., Rome, N. Y., 
who tells how a survey made among 
the cashiers revealed that the largest 
number of complaints received had to 
do with the 5 per cent penalty for de- 
linquency which the company imposes 
on customers. Of course, this involves 
company policy; a great many compa- 
nies have dispensed with the penalty 
clause altogether and published net 
rates. If this is a means toward cre- 
ating better understanding, then why 
not pursue it in all companies? 

More than one of the contestants 
finds fault with the cashier’s window 
and suggests that this is the most fer- 
tile ground for causing unintentional 
annoyance to the customer. For a long 
time the utility companies have been 
doing merchandising sampling ; why not 
try “cashier desk sampling?” It might 
improve their relationships greatly. 

H. R. Stephenson, new business man- 
ager of the Philadelphia Electric Com- 
pany, suggests that utility officials, lo- 
cal managers, and all the rest be made 
accessible to the customer. Do away 
with closed doors, grills, and forbidding- 
looking cages that house the cashiers. 
Make it easy for a customer to get a 
duplicate bill, to register complaints, to 
secure information. Pattern after T. 
D. Coakley, superintendent of the mail- 
ing department of the Utica Gas and 
Electric Company, and trace a new cus- 
tomer from the time he becomes a mem- 
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ber of the family until the Home Serv- 
ice Department representative calls and 
makes suggestions that will aid the 
housewife. Then and only then can 
the management be satisfied that each 
customer is being served in a manner 
that will earn good will. 


ay E. Wenk, engineer of the Pu- 
R get Sound Power and Light Com- 
pany, Everett, Washington, defines 
service as “that which promotes happi- 
ness,” and happiness in this sense means 
“service at reasonable rates.” 

Not many of the papers contained 
arguments regarding rates, although E. 
H. Negley, division manager of the 
Central Illinois Public Service Com- 
pany, Canton, Illinois, feels that volun- 
tary rate reductions are one of the great- 
est good-will builders the company has 
to use. 

Merchandising methods are suggest- 
ed by Leo H. Lippert, of the Northern 
States Power Company, Sioux Falls, 
South Dakota, as a public relation ac- 
tivity that is sometimes overlooked. 
Homer S. Bradley, merchandise man- 
ager of the Keene, N. H., district of the 
Public Service Company of New 
Hampshire, writes that in his opinion 
the members of the merchandising or 
sales group “are the best qualified by 
occupation and training to carry the in- 
dustry’s message intelligently and ag- 
gressively to the public.” This is just 
another way of saying to the boys in 
the sales group, “you mrst do more than 
sell merchandise and earn commis- 
sions ; you must sell yourself and your 
company.” 

Along with other admonition which, 
if heeded, will improve a utility com- 
pany’s contacts, Ellis L. Isom, editor 
of the company magazine of the West- 
ern United Gas and Electric Company, 
Aurora, Illinois, calls attention to “the 
voice with the smile that always wins.” 
Telephone courtesy is a little thing, but 
it is often overlooked. You can’t see 
the customer at the other end of the 
wire but your voice can reflect a cor- 
dial attitude that will sometimes bring 
results. 
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AarRY P. Earl, credit manager of 

the Utah Power and Light Com- 
pany, Salt Lake City, believes that while 
the companies engaged production and 
distribution engineers they should also 
engage “public contact engineers.” 
Doubtless most directors of this public 
relations already feel they are covering 
this phase of the problem, but maybe 
not as thoroughly as Mr. Earl has in 
mind. 

James B. Evans, representative of the 
commercial department, Texas Light 
and Power Company, Waco, Texas, be- 
lieves that “public relations represents 
the balance in which future civilizations 
shall be weighed.” 

The job of maintaining public rela- 
tions belongs primarily to the employee, 
contends Paul Harvey, storekeeper of 
the Public Service Company of Okla- 
homa ; in this contention he is joined by 
C. N. Logan of the Central Illinois 
Public Service Company; A. Rimols, 
of the Syracuse Lighting Company, W. 
Miles Abbot, of the New York Power 
and Light Company, Albany, and Wil- 
liam Gordon Allen, Jr., Rockford Elec- 
tric Co. Lawrence M. Watkins, of the 
employee relations department of the 
Buffalo, Niagara and Eastern Power 
Company of Buffalo, would have all 
employees pass examinations, the ques- 
tions to be prepared by department 
heads. 


6 a confidence of its patrons and 

stockholders in particular and 
the public in general” is the greatest 
need of the industry today claims Mary 
E. Lehan of the Twin State Gas and 
Electric Company, Boston. Which is 
another way of saying “sell the com- 
pany to the employee and the employee 
will be able to sell the company to the 
public.” 

“We consider good public relations 
an essential factor in the efficient man- 
agement of our industry,” states John 
E. King, of the New York and Queens 
Light and Power Company. 

C. N. Parks, traveling auditor of the 
Central Illinois Public Service Com- 
pany, lists employee educational meet- 
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hostile to the welfare of private opera- 


ings, customer ownership, and public 
speaking as necessary adjuncts to de- 
veloping a full public relations pro- 
gram; certainly a traveling auditor 
should know the delinquencies of his 
company because he moves from place 
to place unannounced and unsung al- 
though usually much damned. 

Undirected educational activities are 
dangerous in the opinion of Edwin A. 
Pelton of the St. Lawrence Utilities 
Inc., Potsdam, N. Y. Mr. Pelton states 
that the inherent difference between 
public utilities and other businesses 
makes it hard for the layman to appre- 
ciate the utility point of view, and that, 
therefore, the necessity for intensive 
and directed educational work is es- 
pecially important. 

“Educate the public as well as the 
employee,” says Robert S. Bone of the 
Central Power & Light Co., San Benito, 
Texas. This idea is practiced by a 
great many companies, but as William 
D. Lynch of the Syracuse Light Com- 
pany says, “advertising alone cannot do 
the job.” Howard A. Trautwein of the 
Toledo Edison Company recommends 
the radio as a means of telling the 
company’s story. This too has been 
tried; unless we miss our guess, more 
companies will take up this method of 
telling their story this winter than ever 
before. 

The papers commented upon up to 
this point have more or less admitted 
that a public relations problem actually 
exists. But here comes Bentley Barna- 
bas of the Kansas Gas and Electric 
Company, who says: “There are those 
who will question the statement that 
we have no public relations problem of 
major character.” Mr. Barnabas then 
states that these problems which the 
utilities have looked upon for so long 
as affecting the entire customer group 
are in reality localized problems. How- 
ever, he admits “there have been iso- 
lated problems in which constituents of 
the industry have had to defend them- 
selves.” Yes, but what of national and 
concerted activities of opponents of the 
industry? What of the action of cer- 
tain legislatures to pass laws that were 
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tion? To the reviewer’s mind there 
does exist a very real public relations 
problem and the utilities have been 
guilty of the “sin of silence.” They 
have not told their story, informed their 
employees so that they could tell it, ad- 
vised their stockholders, so that they 
might refute by actual facts and figures 
the propaganda circulated against them. 
Even though the problem, as Mr. 
Barnabas says, may be localized, some 
companies might prefer to have their 
communities fortified with facts and 
figures and good public relations against 
the day of trouble. 


EVERAL of the contestants think more 

information should be given the 
public ; they even cite the availability of 
records in the company office. But 
Miss Mary Pence of the West Texas 
Utilities Company says “as the public 
is not going to seek out this informa- 
tion, we see that to a great extent the 
future of the business depends on us” ; 
therefore, she concludes that the com- 
pany and the employee must dig out 
facts and pass them on. To this plan 
Miss Eleanor M. Deasy of Southern 
California Edison Company, Ltd., 
agrees. 

“The dikes of Holland hold back the 
threatening tides” quotes William D. 
Lynch of the Syracuse Lighting Com- 
pany ; he then compares public relations 
as our bulwark against political agita- 
tion. While he believes that public re- 
lations has had an uphill fight to prove 
itself in business and even today has not 
more than gained the entrance to the 
harbor of acceptance in many lines of 
commerce, we do believe that utilities 
are strengthening their dikes against 
attacks. 

A. T. Beckwith writes from the em- 
ployee viewpoint and makes a sugges- 
tion; “If the completely satisfied em- 
ployee of each utility company could 
contact every disgruntled consumer and 
properly inform him, we would have 
very few poor public relations.” But 
this employee’s ability to inform the 
consumer is predicated, according to 
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Mr. Beckwith, on the employee’s atti- 
tude which has been moulded by his 
treatment in the company. Mr. Beck- 
with decries night work, excessive night 
meetings, and similar activities as de- 
tracting from the employee’s satisfac- 
tion with his job. 


gy reviewer had some experience 
in public relations work; he has 
had a chance to observe employees 
under pressure. And he is convinced 


that an employee personnel, well in- 
formed, made efficient through training 
given by the company, can do more to 
offset adverse criticism of the industry 
than all the printed literature, paid ad- 
vertisements, and public utterances put 
together, as important as these are. 
—T. CaRLisLeE Crump 


A review of the papers submitted by em- 
ployees of the utility industry for the 
Martin J. Insull award. National Electric 
Light Association. New York. 1931. 





The Trend of the Supreme Court Toward the 
Liberal Viewpoint 


ARLY last spring a reader of Pusiic 

Utiuities FortTNIGHTLY noticed 
certain trends in Supreme Court deci- 
sions since the installation of Chief 
Justice Hughes and Associate Justice 
Roberts that would indicate that the 
heretofore dissenting Holmes-Brandeis- 
Stone minority would henceforth re- 
ceive sufficient support to write an oc- 
casional majority opinion. The letter 
was published in the “Out of the Mail 
Bag” department of this magazine and 
aroused considerable interest. 

Today, that subscriber’s prediction 
appears to have been substantiated and 
the apparent change in the complexion 
of the highest bench has become a mat- 
ter of discussion—so much so that even 
the popular periodicals have begun to 
examine the details of recent Supreme 
Court decisions that reveal a realign- 
ment of the judges. 

This in itself is unusual since an ex- 
amination of trends from legal deci- 
sions is a rather technical matter that 
is ordinarily to be found only in legal 
periodicals. That popular magazines 
have seen fit to deal with such a dry 
topic betrays more than passing public 
interest in the happenings on the wool- 
sack on Capitol Hill. 


rR. Dudley Cammett Lunt, in the 
October issue of World’s Work, 
has attempted this type of analysis. The 
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most arresting feature of Mr. Lunt’s 
article is the following table of five-to- 
four decisions handed down during the 
last term of the court: 


FIVE-TO-FOUR DECISIONS 
M—Majority, D—Dissent 


a ve ve a vey 
$86 2 S ‘te °8 
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Holmes M D M D M 
Brandeis M D M D M 
Stone M D M D M 
Hughes M M M D M 
Roberts M D M M M 
McReynolds D M D M D 
Van Devanter D M D M D 
Sutherland D M D M D 
Butler D M D M D 


This table tells at a glance that Chief 
Justice Hughes and Justice Roberts are 
the only members of the court that shift- 
ed their position between the wing rep- 
resented by the famous Holmes-Bran- 
deis-Stone trio, and the consistent wing 
represented by the Sutherland-Butler- 
McReynolds-Van Devanter combina- 
tion that has long held the upper hand. 

Of course, all this is of interest to 
utilities, because regulatory cases are 
the leading type of so-called “liberal 
element” cases in which a liberal trend 
in the court’s opinion would be mani- 
fested. The liberal forces have been 
attacking the high court’s holding on 
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reproduction cost valuation in Smyth 
v. Ames ever since it was handed down 
in 1898. Justices Holmes, Brandeis, 
and Stone have dissented from the ma- 
jority’s opinion in other cases which 
carry out the holding in Smyth v. 
Ames. If another such case should 
come before the court, and if the two 
new members of the court should see 
fit to join the left, regulatory preced- 
ents that have been established and built 
up for more than thirty years would 
be torn up by the roots. 


r. Lunt expects the current fall 

term to produce many more five- 
to-four decisions that may reveal just 
how far the highest court has been “lib- 
eralized,” but he warns against the in- 
discriminate use of such generaliza- 
tions. He states: 


“To explain this division of opinion in 
terms of liberalism and conservatism is to 
beg the question by attaching convenient 
but meaningless labels to it. Far more 
often than not it is the other fellow who 
is conservative. Assuming the proper 
meaning of the one or the other epithet, 
it means little unless it is related to a par- 


ticular justice and his opinion in a par-. 


ticular case. The real significance of the 
existence of a new majority in the Su- 
preme Court is to be found in the effect 
of their decisions. 

“It is safe to say that the chain stores 
will receive the careful attention of state 
legislatures in the near future. The pro- 


prietor of the store at the crossroads has 
already found competition with them diffi- 
cult. He and his kind will aid and abet 
the legislatures in tapping so lucrative a 
source of revenue. That decision, taken 
together with the O’Gorman case (in which 
the fixing of fire insurance rates was held 
valid) indicates that the court will permit 
a wider scope to the legislative activity of 
the states in the regulation of business than 
formerly.” 


HE Minnesota censorship case in 

1930 was an example of how dan- 
gerous is the free use of the terms “lib- 
eral” and “conservative.” This law 
prohibited the publication of defama- 
tory matter without cause—it was 
aimed against malicious muck-raking 
scandal sheets. The majority voted 
against the validity of the law on the 
grounds that it violated the freedom of 
the press. Certainly the majority took 
a liberal view. Justice Butler’s dissent- 
ing opinion, however, would sustain the 
law because he said that it was aimed at 
the suppression of blackmail and ex- 
tortion. Is not Justice Butler’s view 
also fundamentally liberal? This 
shows that liberal versus conservative 
lines are not always so easily or clearly 


drawn. 
—F. X. W. 


Ler X=Roserts, anD Y=Hucues. By Dud- 
ley Cammett Lunt. World’s Work. Oc- 
tober, 1931. 
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The March of Events 





California 


Rate Investigation Started 


—=—| Clyde L. Seavey of the state 
railroad commission has set March 15, 
1932, as the date for a general inquiry into 
the rate structure of the Pacific Gas and Elec- 
tric Company, following complaints from 
San Francisco. Counsel for the utility has 
agreed to turn over all data covering the 
operating costs and revenue which the city 
needs to complete its application for lower 
rates. The same information will be sup- 
plied to other cities and organizations which 
have aligned themselves beside San Fran- 
cisco in the rate proceeding. These include 
San Jose, Oakland, Berkeley, Piedmont, Ala- 
meda, Redding, the California State Grange, 
warehouse interests, and others. 

Assistant City Attorney Dion R. Holm at 
a preliminary hearing on December 2nd as- 
serted that present rates, in effect for the 
past twenty-two months, are too high. He 
referred to the company’s balance sheet, 
which he said showed after deduction of all 
operating costs, depreciation, bond interest, 
dividends on preferred stock, and an 8 per 
cent return on common stock, a surplus of 
$5,168,503 at the end of 1930, and a propor- 
tionate figure for the first nine months of 
1931. He declared that “this profit should be 
shared with the consumers who made it 
possible.” 

Charles Cutten, attorney for the power 
company, it is reported in the San Francisco 
Examiner, argued that the company’s $31,- 
000,000 building program for next year and 
drought conditions which have cut into the 
revenue prohibit a slash in rates. He assert- 
ed that the alleged surplus is not sufficient 
to safeguard bondholders. Mr. Holm replied 
that the drought conditions had been extraor- 
dinary during the last two seasons, and can- 
not be taken into consideration in adjustment 
of future rates. 

oe 


San Diego Opens Guns on Rates 
and Demands Natural Gas 


HE city of San Diego has started action 
before the state commission to secure 
reductions in gas, steam, and electric rates, 
and also, if possible, to secure natural gas 
for the city. A preliminary hearing before 
the commission was held on December 3rd, 
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at which time, according to the San Di 
Sun, the commissioners promised that if ‘the 
city establishes need for the introduction of 
natural gas and it is found to be legally 
possible, natural gas will be ordered. The 
interesting question will have to be decided, 
however, whether the commission has author- 
ity to order the San Diego Consolidated 
Gas & Electric Company to secure a natural 
gas supply. 

Hearings on the gas rates are expected 
to be held by Commissioners W. J. Carr and 
F. G. Stevenot. The city is to seek a pre- 
liminary order compelling the company to 
bring in natural gas prior to the completion 
of the entire rate case. San Diego officials 
stated that they were ready to proceed im- 
mediately on the gas phase of the rate case. 

The utility company recently offered to 
seek a natural gas supply if the city would 
cease its attack on utility rates, but the 
action of the city in starting proceedings be- 
fore the commission indicates that the con- 
ditions offered are not acceptable. 

A move to bring the entire county with 
all its municipalities into the San Diego rate 
fight and natural gas campaign has been 
started. A report to the council indicated 
that the proceedings might cost $50,000, in- 
cluding appraisal of company property out- 
side the city. It was suggested that other 
cities and the county contribute to the ex- 
pense in proportion to the amount of revenue 
they pay the company. 


* 


Rate Increases to Aid Unem- 
ployed Are Repealed 


HE city of Long Beach, according to the 

Long Beach Press Telegram, has re- 
versed its position on the question of increas- 
ing gas and water rates in an attempt to 
shift the burden of unemployment to con- 
sumers served by the municipal plant. This 
paper states: 

“Repeal of the ordinance increasing the 
municipal water rates 334 per cent was voted 
today by the board of water commissioners. 
following a conference with City Manager 
C. Cc. Lewis and the council. The commis- 
sion’s order of repeal contained the —— 
that the rates prevailing before the 33% in- 
crease was ordered continued in effect until 
the council approves a new schedule of rates 
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set up by the commission to provide enough 
money to meet the city’s obligations as a 
member of the Metropolitan Water Com- 
mission. 

“The council, which already has voted to 
repeal the gas rate increase, will vote to- 
morrow to approve the water commission’s 
order rescinding the 333 increase of water 
rates and restoring the old rates. 

“The new schedule set up today by the 
water commission will increase rates ap- 
proximately 23 per cent, but this schedule 
will not be legally established until the coun- 
cil, sometime after the holidays, passes an- 
other ordinance embodying it. 

“Colonel Charles L. Heartwell, chairman 
of the water commission, and Walter Brown, 


office engineer of the water department, ex- 
plained to the council that early next year 
the new schedule of rates, providing for an 
increase of 23 per cent, must be adopted, in 
order that the city may be able to pay its 
Metropolitan Water District dues. Probably 
some money will have to be borrowed by 
the commission at the close of the fiscal 
year, it was stated, but with the 23 per cent 
increase effective during the fiscal year, be- 
ginning July 1, 1932, the indebtedness will 
be rapidly paid off.” 

The increased rates were severely scored 
by apartment house owners, operators of 
restaurants, and others. A referendum and 
recall election was threatened by opponents 
of higher rates. 


@ 
Conneéticut 


Retroactive Feature of Proposed 
Rates Is Attacked 


A= has been filed in the Seymour 
Water Company case by representatives 
of the towns of Seymour and Beacon Falls. 
An attack was made upon the cost items pre- 
sented by the utility, and particularly upon 
the retroactive features of the higher rate 
schedules proposed. 

In the brief submitted by Judge Harold E. 
Drew, counsel for the town of Seymour, it 
is stated: “The old rates and the new rates 
were company-made rates. To make the 
new rates retroactive for six months, one 
year, or any other period was illegal. What 
is the contract of users of water not gov- 
erned by special contract? It is to pay for 
water at the published rates. Contracts for 
service are always to pay for water under 
the rules and regulations of the company and 
at the published rates. In the absence of 
express contract an implied contract to the 
same effect arises. Until new rates are pub- 
lished the contract remains unchanged. When 
mew rates and new terms of the contract 
are thus made by promulgating new rules 
or new rates, each user then has the right 
to say whether he will continue to use water 
on the new contract terms. This right would 
be taken away by any retroactive rates for 
the retroactive period. Take, for instance, 
a’ large manufacturing plant, it is taking 
water at published rates in large quantities. 
It naturally figures this charge for water at 
published rates among its costs of manu- 
facturing and justly so. It has contract- 
ed for sale and sold its product on that 
basis. Then comes a_ large additional 
charge for water used during that period 
which is bound to result in dead loss to 
the customer. The same result would fol- 
low for smaller users. Such a result 


would be not only illegal but unjust as well. 

“The company’s answer is that when it 
agreed to make the expenditures involved, 
it announced to the commission and various 
of its users that those expenditures would 
mean increased rates and that all users must 
have had knowledge of increased rates to 
come. Even if all users did have that knowl- 
edge it was merely that increased rates 
would come. But when and how much? 
Customers would only know that when the 
new rates were published. 

“When the incidence of the new burden 
arrived the company should give its cus- 
tomers notice of what that burden is, so 
that they might govern themselves according- 
ly and decide how far, if at all, they wished 
to be bound by the terms of this new con- 
tract for service. Even if the company was 
in fact a bit late in asking its customers to 
help carry the burden of new work, by pub- 
lishing new rates, no one was to blame but 
the company itself. 

“Furthermore, it might be added that many 
of the burdens of additional expense included 
in estimating the new rates, such as increased 
taxes of various kinds, increased deprecia- 
tion in various amounts, increased operating 
expenses, to say nothing of new work to be 
done, did not fall on the company as of 
November 1, 1930, but as of varying dates 
much later than that date.” 


* 


Depreciation Methods Figure in 
Water Rate Case 


"Sep of depreciation of a water 
company was one of the important mat- 
ters considered in testimony before the com- 
mission in the New Haven water rate case 
at the resumption of hearings on 
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14th. Nicholas Hill, Jr.. New Haven Water 
Company expert, was asked by Corporation 
Counsel Samuel A. Persky how he arrived 
at his estimate of annual depreciation, to 
which the witness replied, quoting from the 
New Haven Times Union: 

“I didn’t estimate in detail. My experi- 
ence for many years taught me to allow 
from one to one and one-half per cent for 
new construction of depreciable property, a 
safe figure to use in all cases of water com- 

ies.” 

A lengthy argument ensued over the defi- 


nition of depreciation. The witness defined 
the word as “the lessening in work or the 
increased liability for replacement brought 
about by wear and tear and obsolescence, 
and also the outgrowth of plant and replace- 
ment for increased production or other sim- 
ilar causes.” The corporation counsel en- 
deavored to have the witness say that depre- 
ciation and replacement were synonymous, 
but the expert refused to agree to that state- 
ment. He admitted that the two words 
might lead to the same conclusion but were 
not synonymous. 


e 


- Delaware 


Lower Gas Rates for Heating 
Units Approved 


HE Wilmington Board of Public Utilities 
has approved a new rate schedule sub- 
mitted by the Delaware Power and Light 
Company which is expected to aid small 
home owners using gas for heating purposes. 
It is also expected to aid the small business 
house using only a small quantity of gas. 
The Wilmington News states: 
“Heretofore customers have had to guar- 
antee to use a minimum of $150 in gas for 
the season, whereas under the new ruling, 


they need only contract to use $100 worth of 
gas at the same low rate. 

“Standard contracts are for the heating 
season, eight months, from October to May, 
inclusive, with monthly payments for service 
taken. The discount rate for prompt pay- 
ment will remain the same, at 75 cents per 
thousand cubic feet. The $100 contract will 
provide the customer with 133,000 cubic feet 
of gas. 

“This rate only applies to heating instal- 
lations. Ranges, water heaters, industrial or 
other appliances will not be connected to 
meters on the heater installation for this 
rate.” 


e 
Florida 


One-Meter Combination Elec- 
tric Rate Is Announced 


A= designated by Manager Phil Hu- 
guenin of the Florida Power and Light 
Company as the “one-meter corrbination” has 
been announced by the company for resi- 
dential. customers. This consists of two 
main parts, the flat rate section and meter 
rate section. For the average customer the 
flat rate section is a fixed amount from 
month to month. The statement by Mr. 
Huguenin is in part as follows: 

“According to the new rate the flat rate 


charge of $3.50 per month will apply for a 
majority of the city’s homes. Only in un- 
usual cases where the use of current if tre- 
mendously large will this flat rate basis be 
deviated from. 

“All current used is to be charged for on 
a graduated scale which a final analysis 
shows will permit the use of 300 kilowatt 
hours per month in the averaged-sized 
six rooms, within the city limits, at a 
net cost of $12.38. This is figured on a basis 
of 7 cents per kilowatt hour for the first 
36 kilowatt hours, 5 cents for the next 36, 
oe 2 cents for the remaining 228 kilowatt 
ours.” 


v 
Georgia 


Gas Rate Refund to Be Credited 
on Bills 


A= of $22,500 ordered under a gas 
rate compromise between the city coun- 
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cil of Augusta and the Georgia Public Utili- 
ties Company, - the Augusta Chronicle, 
will be paid in four monthly credits upon 
customers’ bills. The Chronicle explains the 
ahah of stud ox euamnl te tL 
Marshall, manager of the company: 
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“This proportionate share is ordered to be 
calculated upon the proportion of bills ren- 
dered each customer to the total number of 
bills rendered during the period and amounts 
to 21 cents on each monthly gas bill, this 
basis of settlement being specified by the 
court. 

“Customers who are in arrears for gas 
consumed, Mr. Marshall said, will have the 
total amount of the refund applied to back 
indebtedness. In cases where the arrears 
amount to less than the refunded, the credit 
remaining to the customer after the indebted- 
ness is paid, will be applied as to other cus- 
tomers. 

“The order provides, Mr, Marshall said, 
that in the case of former customers, not 


now using gas, and where it is not possible 
to apply the refund against gas bills, that it 
will be paid in cash, in one instalment. 

“As in the case with present customers, 
any arrears of accounts due the gas company 
will be credited and if there remains a bal- 
ance in favor of the customer, it will be 


pai 

“Where the amount involved is $1 or 
less, Mr. Marshall said, it will be credited to 
present customers in one instalment rather 
than in four to minimize bookkeeping ex- 
penses. Statements to each customer show- 
ing the status of his account and the applica- 
tion of the refund to his account are now 
being prepared and will be mailed as soon 
as possible.” 


@ 
Illinois 


Will Fight “Utility Octopus” 


A= animal of the species known in 
anti-corporation circles as the “utility 
octopus” has been discovered, this time by 
Assistant State’s Attorney Curt C. Lindauer 
of St. Clair county. He states in a letter to 
the mayors and presidents of the village 
boards of the cities and villages in the coun- 
ty that he is about to start a fight to secure 
rate reduction, that wages and the prices of 
many articles necessary to life have de- 
creased, but that the “utility octopus, con- 
trary to this general trend, continues to gouge 


the public and charge exorbitant rates.” 

It is reported that officials of Belleville, 
New Athens, and Dupe have pledged their 
support to the movement. Mayor George A. 
Brechnitz of Belleville is quoted as saying 
that there is a “tremendous discrimination” 
between utility rates charged at East St. 
Louis and St. Louis when compared with 
Belleville. He believes that as Belleville is 
considered in the metropolitan area of St. 
Louis it is reasonable to expect rates of 
utilities that are commensurate with such 
location, and especially so when the city has 
a power house located at its back door. 


e 


Indiana 


Modification of Therm Basis 
Ruling Is Asked 


PETITION has been filed with the commis- 

sion by the Northern Indiana Public 
Service Company and the Public Service 
Company of Indiana asking modification of 
the recent ruling setting aside the therm 
method of billing gas consumers. The In- 
dianapolis News informs us: 

“The Northern Indiana Public Service Com- 
pany asked that therm rates in use at Michi- 
gan City, Valparaiso, Chesterton, Porter, and 
New Carlisle, where higher heat unit gas 
is now being served, be left in effect and 
that the therm rates established at Hammond, 
Whiting, East Chicago, Highland, and Mun- 
ster be undisturbed because of plans imme- 
diately to change from 570 B.T.U. gas to 
1,000-unit product. 


“The Public Service Company of Indiana 
asked that therm rates being charged to in- 
dustrial plants at Newcastle be exempt from 
the order, while the Northern Indiana Com- 
pany asked exemption for therm rates 
charged to South Bend industrial customers 
and a group of South Bend domestic con- 
sumers. 

“The Insull petitions assert the order of 
the commission abolishing therm rates for 
the cities named would be unconstitutional 
and illegal because it would amount to a re- 
duction of rates without a public hearing if 
they were forced to sell 1,000 B.T.U. gas 
at the same cubic foot rate as for 570 
B.T.U. gas. This argument in different form, 
was used by those who protested against 
therm rates to the commission in public 
hearings when they complained that the 
change from cubic foot te therm rates was 
illegal because no public hearings had been 
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held and because the change, accompanied by 
a change in heat unit content of gas served, 
amount to an increase in cubic foot rates. 
The Insull attorneys and officials admitted at 
the hearings that they could not afford to 
sell high-heat unit gas at the same cubic 
foot rate as artificial gas, but still insisted 


that the change in method of charges did 
not constitute an increase of rates. The com- 
mission ruled the therm rates had not been 
properly introduced.” 

Officials of Indiana cities have quite gen- 
erally expressed opposition to rates being 
assessed on the therm basis. 


€ 


Kansas 


Cities Service Probe Resumed 


T= investigation of the 40-cent city gate 
rate of the Cities Service Gas Company 
was resumed by the commission on December 
7th. Experts for the utility company, says 
the Topeka Capital, quoted long lines of 
figures to show why it was necessary to in- 
clude engineering charges, overhead expens- 
es, and replacement reserve funds in the 
cost of furnishing gas to the ninety or more 
Kansas communities served by the Doherty 
interests. The Capital adds: 

“Several companies participate in the rev- 
enues derived from the wholesale distribu- 
tion of gas through the Cities Service pipe 
lines, it was testified by H. L. Eastman, an 
engineer for the Doherty interests. 

“For instance: it costs so much money to 
obtain leases on probable producing areas; 
drillling wells costs another figure way up 
into the millions; pumping stations cost 
money to construct and maintain; engineer- 
ing charges sum up to an undetermined 
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amount; financing costs important cash; 
there are numerous charges, which will be 
read into the records later. 

“The total gross revenue derived from 
sale of 38,992,991,000 cubic feet to local dis- 
tributing companies in Kansas during 1930 
was $8,522,610, Mr. Eastman testified. In- 
cluding the sale of gas to the Kansas City 
Gas Company, another Doherty subsidiary, 
brings the total up to $12,449,617. The gas 
sold to the Kansas City, Missouri, company, 
is measured inside the Kansas border, but 
really belongs to the Missouri business, East- 
man said. 

“What the public service commission attor- 
neys are trying to determine is just how 
much it costs to deliver 40-cent gas to the 
local distributors. If it can be shown that 
the Doherty companies exact more than a 
fair profit for taking gas from Texas, Okla- 
homa, and Kansas fields and piping it to the 
various communities, then the commission 
hopes to force a reduction in the 40-cent 
charge.” 


Kentucky 


Louisville Gas Rates Are 
Compromised 


A=? gas ordinance governing gas rates 
in Louisville has been adopted follow- 
ing a compromise agreement with the Louis- 


ville Gas & Electric Company. Consumers, 
according to the Louisville Herald-Post, are 
to receive a reduction of 15 per cent below 
summer rates, and, in addition, will receive 
the normal 10 per cent discount, bringing 
winter gas bills down a total of 25 per cent. 
The Louisville Times states: 

“The new measure is noteworthy in that 
it disturbs the basic rate of 60 cents for each 
of the first 2,000 feet a month for the first 
time since the enactment of the franchise 
ordinance in March, 1913. It provides a 15 
per cent discount from the customary winter 
schedule and this discount holds even though 
the consumer neglects to pay in time to 
escape the fixed 10 per cent penalty for late 


payment. 


“Assuming a winter of ordinary tempera- 
tures, the ordinance is expected to add $110,- 
000 to the company’s gross revenues, about 
$102,000 less than the average additional col- 
lections under the old winter scale. A new 
provision gives the aldermen the right to 
enact further rate decreases or to demand 
greater heating values should the compan 
acquire additional natural gas before April. 
A consumer is also given the right to request 
a change in date of meter reading if he 
thinks he is inconvenienced too much by the 
lapse in time between the time the ordinance 
ee effective and the time his meter is 
read.” 

The company is given permission to mix 
gas since it would be an impossibility to lay 
a new pipe line from the fields to Louisville 
in time to supply sufficient natural gas to 
meet the demand this winter. In view of 
developments, however, it is believed 
the company will have a sufficient supply of 
natural gas piped into the city by next win- 
ter. 
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Maine 


International Electric Transmis- 
sion Involved in Rate Case 


HE public service commission has under- 
taken an investigation of the rates at 
which the Maine Public Service Company 
sells power to four distributing companies 
which have complained against the charges, 
according to the United States Daily, which 
states further: 
“The case presents some unusual features 


2 
Maryland 


Cab Regulation and Park Tax 
Removal May Aid Railway 


HE United Railways and Electric Com- 

pany of Baltimore, which for some time 
has been trying to operate in competition 
with irresponsible cab owners and has been 
burdened by a tax used for the benefit of the 
Baltimore park system, is looking for relief 
through the enforcement of the new taxicab 
law which was to go into effect January Ist 
and through the possible elimination or re- 
duction of the park tax. 

The Baltimore Sun states that the United 
has not been earning its fixed charges in re- 
cent months and was obliged to omit the 
semi-annual instalment of interest on in- 
come bonds December Ist, but that earnings 
may be sharply increased if the new taxicab 
regulations become effective. It has been 
estimated that competition arising from lack 
of taxicab regulation has resulted in a loss 
of at least $2,000 a day in revenues to the 
street car company, or considerably more 
than the amount necessary to pay the an- 
nual interest charges of $559,000 on the 
income bonds. This paper states: 

“The new taxicab regulations would give 
the Maryland Public Service Commission 
authority to compel motor cab companies to 
take out liability insurance and to install 
meters, and empower the commission to su- 
pervise their operations generally. 

“A referendum petition was filed with the 
Maryland secretary of state asking that the 
measure be placed on_the ballots at the 1932 
general election, but Chief Justice Samuel K. 
Dennis, of the Baltimore Supreme Court has 
issued a temporary injunction restraining the 


and has an international aspect, according to 
Frank J. McArdle, chief of rates and sched- 
ules for the commission. He explained that 
the power sold by Maine Public Service Com- 
pany is generated in New Brunswick and 
brought into Maine under permit. Distribu- 
tion lines are so located that part of the 
power goes back into Canadian territory, 
but this is not in violation of the Maine 
monopoly law because the power does not 
originate in Maine and is not Maine power 
which is being sent out of the state, he said.” 


election board from submitting the new law 
to voters, and the public service commis- 
sion meanwhile has ordered taxicab opera- 
tors to comply with the impending law be- 
ginning January Ist. 

“In addition to the benefits the street rail- 
way may derive from control of this form of 
competition, it was pointed out that eventual 
reduction of the park tax, as now proposed, 
represents another possibility which would 
be favorable to owners of United securities. 
Payment of this 9 per cent levy on gross 
earnings involved an outlay of more than 
$1,000,000 in 1930.” 

- 


Rates for Hand Phone Sets 
Are Submitted 
T 


HE Chesapeake and Potomac Telephone 

Company has filed a new rate with the 
commission for the hand-set telephone in- 
struments. Under this rate the company 
would continue to charge the 25-cent monthly 
rental until $4.50 has been collected and from 
that time on the telephone set will be leased 
without charge to the user. As an optional 
charge the user is permitted to make initial 


payment of $4 instead of the monthly pay- 
ments totaling $4.50. The Baltimore Sun 


says: 

“The Commission was also informed by 
the company that rentals paid on the hand 
phones before January Ist will be credited 
to the accounts of the users toward the $4.50 
figure and that should the user have paid in 


a total in rentals equivalent to the maximum 
charge figure the monthly rental will be 


dropped.” 


e 


54 





PUBLIC UTILITIES FORTNIGHTLY 


Massachusetts 


Law Prohibiting Loans by Util- 
ities Is Proposed 


T= department of public utilities, accord- 
ing to the United States Daily, has rec- 
ommended that the legislature enact a law 
prohibiting loans by gas and electric com- 
panies other than advances to their own 
employees to a limited amount. The state- 
ment by “the department continues in part as 
follows: 

“Since the acquisition of the control of 
many of our gas and electric companies by 
so-called holding companies, instances have 
come to our attention of operating compa- 
nies lending money to other operating and 
holding companies. If such loans are re- 
stricted to that amount of cash which the 
lending operating company would otherwise 


properly distribute in dividends, the interests 
of the consumer would not be adversely 
affected. On the other hand, gas and elec- 
tric companies are organized to manufacture 
and sell gas and electricity and not to engage 
in the business of lending money. 

“We believe that the lending of money in 
the way it has been done is beyond the cor- 
porate powers of the companies so lending 
and might properly be attacked by a stock- 
holder. Where a holding company has ac- 
quired most of the stock of an operating 
company, it can be used as a device to force 
the sale of stock not owned by the holding 
company to it, largely upon its own terms. 
By not declaring dividends and lending its 
profits to other utilities controlled by it, a 
powerful influence is brought to bear upon 
the holders of small amounts of stock to sell 
their holdings.” 
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Michigan 


Detroit Faces Curtailment of 
Bus and Car Service 


Moe Frank Murphy of Detroit, follow- 
ing a conference with members of the 
Detroit Street Railway Commission, accord- 
ing to a report in the Detroit Free Press, an- 
nounced that citizens of Detroit must prepare 
to adjust themselves to drastic changes in 
their municipally owned coach and street car 


service. These changes are understood to 
include curtailment of service and practical 
abandonment of- certain nonpaying lines. 
Any increase in fare has been put aside for 
the present, it was indicated in the statement 
by the mayor. 


As part of a program of lighting economy 
the mayor’s efficiency and economy commit- 
tee have also voted to dim half the street 
lights in Detroit 30 per cent. This is de- 
signed to save $76,000 a year. The mayor is 
quoted as follows: 

“We are practically agreed that a raise in 
fare is not the way out of the D. S. R. dif- 
ficulty, but all citizens must join to save the 
service. We are going to do things that will 
be difficult for the public, but the public must 
remember that this is their street car system 
and it is up to them to save municipal own- 
ership from failure. We cannot go on piling 
up a $200,000 a month deficit. We must face 
the situation and adjust ourselves to the 
changes that will be necessary.” 


e 


Minnesota 


Jury Is Suggested to Pass on 
Telephone Rates 


HE unique suggestion has been made by 

Commissioner A. J. Conroy, St. Paul 
Commissioner of Public Utilities, that a jury 
of three members be selected to give a deci- 
sion on completion of hearings in the pend- 
ing telephone rate case. This decision in 
turn would be followed by the commission 
in fixing a fair schedule of telephone rates. 
He would substitute this plan for the usual 


procedure of the commissioners acting as 
judge and jury in hearing the evidence. 

According to his proposals the members 
of the commission would select one juryman 
or examiner, the city attorney of St. Paul 
would select one, and the third would have 
to be satisfactory to the city attorney and 
the commission. Apparently no provision 
is made for the company having any part 
in the selection of this jury. 

A rate hearing in these proceedings has 
been set for February 2nd by the commis- 
sion. The commission’s engineer, D. J. Jur- 
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gensen, according to newspaper reports, has 
completed a valuation of the Tri-State Tele- 
phone & Telegraph Company at St. Paul 
and has reached the conclusion that a reduc- 
tion of nearly 25 per cent should be made in 
rates. The St. Paul Dispatch says: 

“Mr. Jurgensen’s report confirms a pre- 
liminary survey made by him December 31, 
1928. That report fixed the value of the 
company’s properties in St. Paul at $9,268,- 
442.78, its net earnings at $1,495,409.02 in 
1928 or a return on its investment of 16.13 
per cent. The company that year, the engi- 
neer concluded, earned $846,618 in excess of 
a fair return, ‘which generally is recognized 
as 7 per cent. 

“On the basis of these figures St. Paul tel- 
ephone users were entitled then to a_reduc- 
tion of 23.33 per cent in rates, Mr. Jurgen- 
sen stated. 

“Mr. Jurgensen’s preliminary report criti- 
cized, among other things, an item of $162,- 
662.61 for Federal income taxes charged to 
the company’s operating expenses. The pres- 
ent report also takes exception to the inclu- 
sion of certain other items in operating ex- 
penses.” 


Members of the commission have filed a 
sweeping denial of “neglect of duty” charges 
preferred by a St. Paul club woman with 
Governor Olson. The charges were made 
on the basis of the commission’s investiga- 
tion of telephone rates in St. Paul. The com- 
mission was accused of being “lax” in regu- 
lating the reduction of telephone rates. The 
Minneapolis Tribune states concerning the 
commission’s defense: 

“The commissioners’ answer contends that 
the group has been ‘careful and diligent’ in 
the exercise of its supervisory powers over 
telephone companies. It says they were 
willing to proceed with a hearing on tele- 
phone rates in St. Paul when advised by the 
attorney general and the St. Paul city attor- 
ney that they are ready to present evidence. 
Facts set forth by Mrs. Kessler should be 
determined at a rate hearing, it goes on, 
pointing out that new rates already in effect 
provide for a ‘substantial reduction’ and 
that an emergency appropriation of $30,000 
has been requested to corroborate findings of 
D. F. Jurgensen, chief engineer for the com- 
mission on a survey of the Tri-State Tele- 
phone & Telegraph Company.” 
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New York 


Lower Gas Rates for Heating 
Are Attacked 


HE town of Harrison has complained to 

the public service commission that the 
Westchester Lighting Company is charging 
gas rates which are discriminatory and un- 
fair, since consumers whose use is for ordi- 
nary household purposes have to pay a rate 
twice as great as that charged for heating 
purpose, says the Portchester Jtem. It is 
charged that the heating service classifica- 
tion does not conform to the requirements of 
the statute and the commission order as to 
clarity. 

A separate service classification for space 
heating has been in effect since the middle 
‘ of 1928 but on June 30, 1930, the company’s 
counsel states, the company reduced the rates 
for space heating from 8 and 9 cents, accord- 
ing to the districts, to 6 cents per hundred 
cubic feet of metered gas and made the re- 
duced rate uniform throughout Westchester 
county. This was done in view of the com- 
pany’s experience under the rates formerly 
in effect, and because of the active competition 
engendered by other fuel with gas. William 

Ransom and Jacob H. Goetz, counsel for 
the lighting company, have filed a brief with 
the commission, and a brief against the rates 
has been filed by former Public Service Com- 
missioner Oliver C. Semple. The company 


contends that no burden of costs, incident to 
the space-heating customers, has been shifted 
to other classes of customers, and that the 
other customers are actually being benefited 
by the space-heating service. 


* 
Franchise Granted to Rival of 
New York Edison Company 


HE Board of Estimate of New York city 

on December 11th granted a franchise 
to the Spingler Electric Corporation to con- 
struct, maintain, and operate electrical con- 
ductors for the purpose of supplying elec- 
tricity for light, heat, and power in the 
Union Square section of Manhattan in com- 
petition with the New York Edison Com- 
pany. The corporation was formed by per- 
sons interested in the Spingler-Van Buren 
estate properties, and according to its peti- 
tion to the board, it is willing to serve all 
the tenants in the area, other than its own 
tenants. The latter are said to comprise 
about 70 per cent of the total number of 
occupants of the area. The New York Times 
states: 
“The Spingler-Van Buren Estate, from its 
own private generating plant, had been serv- 
ing its tenants with current since 1898, but 
in 1917, under pressure from the Edison 
Company, it avers, it ceased to do so, dis- 
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mantled its plant, and since that time has 
purchased current from the Edison Com- 
pany and submetered it to its tenants at a 
profit. The president of the Edison Com- 
pany, the petition says, has now stated his 
policy to be the abolition of submetering, a 
policy which, when adopted, would deprive 
the applicant of its ability to sell current 
to its tenants. The Spingler corporation, 


therefore, seeks the privilege of building its 
own plant and system of conduits, at an es- 
timated cost of $300,000, and entering into 
competition in the Union Square section with 
the New York Edison Company.” 

Counsel for the New York Edison Com- 
pany strongly opposed the grant of the fran- 


chise, arguing that the utility was obliged to 
supply with current the outlying and unre- 
munerative sections of the city as well as 
the more profitable areas, and that the grant- 
ing of a franchise to the new concern would 
create a precedent that would be followed by 
many like applications. The result would be 
that the Edison Company would be deprived 
of much of its best territory, with the prob- 
able result that its general rates to consumers 
would have to be increased. Mayor Walker 
retorted that the city administration believed 
that the Edison rates were too high and that 
if other companies would come in and ee 
to furnish current at lower rates, it might 
be a blessing. 


v 
Pennsylvania 


“Fair-Rate Leagues” Organized 


UNICIPAL representatives gathered at 
Berwick on December 10th to discuss 
the organization of “Fair-Rate League.” 
About 300 municipalities in the twenty-eight 
counties served by the Pennsylvania Power 
and Light Company were represented, it is 
stated in the press. Representatives of the 
anthracite region municipalities indicated that 
they were satisfied with rates as they now 
stand and feared any action against power 
companies would lead to a reduction in the 
use of anthracite in electricity manufacture. 
After two hours of debate the meeting was 
adjourned. 
Following adjournment forty delegates in 


a rump meeting, however, according to the 
Harrisburg Patriot, organized the Pennsyl- 
vania Fair-Rate League and elected officers. 

In a message to the municipal representa- 
tives Governor Gifford Pinchot predicted that 
the organization of the league may “lay the 
foundation for sounding the death knell of 
the public utility domination of Pennsyl- 
vania.” 

A similar league was organized as the 
Western Pennsylvania Fair Rates Association 
on December 17th by cities in western Penn- 
sylvania. Johnstown delegates announced 
that lightless nights may be inaugurated un- 
less rates are reduced. Some speakers at the 
organization meeting spoke in favor of mu- 
nicipal ownership of water and light plants. 
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Texas 


Injunction Is Granted against 
Ordinance Raising Rates 


| geen Judge William H. Atwell has issued 
a temporary injunction to prevent the 
city of Seymour from enforcing an electric 
rate ordinance which would compel the Tex- 
as Electric Service Company to charge rates 
as high as those established by the competing 
municipal plant. He said in part: 

“The establishment of the second electric 
plant there was not an economic crime, but 
it was certainly an economic blunder. The 
dissatisfaction of the people with the Texas 


Electric Service Company may have been 
fanciful, but there evidently existed such 
dissatisfaction. Political ambitions may have 
entered into the matter. 

“The court does not understand how the 
city council of Seymour can account for 
wishing some 300 citizens, patrons of the old 
utility, to be forced to pay more for their 
electricity. 

“The complainant says that if forced to 
raise the rates and meet the municipal sched- 
ule it would cause loss of more patrons. 
The complainant should not be forced to 
—, his rates if it would further damage 

im.” 

















The Latest Utility Rulings 





Natural Gas Supply Approved for the City of Nashville 


HE Tennessee commission has ap- 

proved of various charters, con- 
tracts, and other arrangements entered 
into between the Nashville Gas and 
Heating Company, a distributing gas 
utility, the Missouri-Kansas Pipe Line 
Company, and its subsidiary, the Ken- 
tucky Natural Gas Company, both 
wholesale conveyors of natural gas, and 
the city of Nashville, all leading to the 
introduction of a natural gas supply for 
consumers residing in the city of Nash- 
ville. 

The contract between the Nashville 
Gas and Heating Company and the 
Missouri-Kansas Pipe Line Company 
provides for the construction by the 
latter of a pipe line in consideration 
that the former will take a minimum of 
500,000 cubic feet a day for at least 
five years, with a specified rate in suc- 
ceeding block steps according to the 
supply taken. The contract between 
the Kentucky Natural Gas Company 
and its parent, the Missouri-Kansas 
Pipe Line Company, has the effect of 
placing facilities of the former at the 
disposal of the latter which will be used 


in the performance of the supply con- 
tract of the parent with the Nashville 
Gas and Heating Company. 

An agreement between the Nashville 
Gas and Heating Company and the city 
of Nashville provided that the long 
contested suit then pending in the state 
courts to determine the legality of a 5 
per cent gross receipts tax imposed by 
the city upon the distributing utility 
should be discontinued, and that the 
payment of this tax by the utility 
should be resumed without question in 
consideration that the city would grant 
a permit for the construction of the 
necessary pipe line for the introduction 
of the new natural gas supply. 

The commission decided that the dis- 
tributing utility operating under a char- 
ter and franchise permitting it to man- 
ufacture and sell gas had sufficient 
powers to distribute natural gas, pro- 
vided the resultant service was ade- 
quate, and that the franchise and char- 
ter accordingly did not restrict the util- 
ity to the use of a purely manufactured 
supply. Re Nashville Gas & Heating 
Co, et al. (Tenn.) Docket No. 1673. 


& 
Block Rate Offered as Optional with Three-Part Gas Rate 


AN company serving the city of 
; Webb, Missouri, used to render 
service under a straight block rate 
system. Some time ago it established 
a 3-part rate under an agreement with 
the city. More recently, the city be- 
came dissatisfied and asked the Mis- 
souri commission to set aside the 3-part 
gas rate and to reinstate the former 
straight meter rate. Pending a more 
thorough investigation into the merits 
of the complaint, the commission di- 
rected the company to install an option- 
al block rate so that customers dissatis- 
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fied with the 3-part rate might avail 
themselves of such an option. The 
fact that the 3-part rate was installed 
as a result of an agreement between 
the utility and the city was held, how- 
ever, not to give the city the sole right 
to decide whether or not it should be 
continued in effect, in view of the su- 
perior power of the commission to re- 
quire the utility to put into effect a 
system of rates best calculated to serve 
the interests of the people. 

The city also complained against the 
reduction of gas pressure for domestic 
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service from 8 to 1.8 ounces. The com- 
mission did not require the utility to 
increase its pressure, however, in view 
of the fact that government experi- 
ments indicate that with proper adjust- 


ment of appliances the change would 
not make any material difference in the 
adequacy of the service. Webb City v. 
Webb City & Cartersville Gas Co. 
(Mo.) Case No. 4064. 
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Loan to Parent Company Disapproved 


O*: of the prime purposes of a hold- 
ing company is to provide neces- 
ary funds for the operation and main- 
tenance of its subsidiary company or 
companies. If it were not for this fact 
there would be much less justification 
for owning an operating company. 
But is there any justification for the 
operating company to advance funds to 
the parent company? Such was the 
issue placed before the Arizona com- 
mission when an operating electrical 
subsidiary of that state recently applied 
for authority to issue 2-year notes to 
re-finance short term notes previously 
issued without authority of the commis- 
sion. Under the law of Arizona a util- 
ity may issue short term notes, provided 
they are payable within a year, without 
securing the consent of the commission. 

After issuing short term notes, how- 


ever, the Arizona subsidiary used the 
proceeds to loan funds to its parent 
holding company. The issuance of the 
notes, therefore, in the opinion of the 
commission, created a binding legal ob- 
ligation, a default in the payment of 
which would place the company in dan- 
ger of a receivership to the detriment 
of all bona fide holders of its securities. 
The commission also found that unless 
approval were granted for the issu- 
ance of the 2-year notes, such a default 
would be necessary. Accordingly, the 
commission reluctantly granted its ap- 
proval for the issuance of the 2-year 
notes, but severely condemned the prac- 
tice of operating companies advancing 
funds to parent companies, especially 
under such circumstances. Re Arizona 
Edison Co. (Ariz.) Docket No. 4727- 
E-~416, Decision No. 6186. 
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The Montana Commission Resents Unfair Pressure 


Fe a period of months, both before 
and since the filing of complaints 
by certain citizens of Billings against 
the rates charged by the Billings Gas 
Company, one of the discontented com- 


plainants has actively carried on, 
through newspaper advertisements, cir- 
cular letters, pamphlets, radio, and pub- 
lic speeches, a campaign of propaganda 
which might be construed as calculated 
to intimidate the commission in its de- 
liberations upon the various phases of 
the proceeding. Such was the construc- 
tion placed upon this conduct by the 
Montana commission in its recent opin- 
ion denying a supplemental petition by 
the rate complainants for an order re- 
quiring the gas company to prepare and 
furnish to them an inventory and ap- 


praisal of the property involved, and to 
permit the complainants to go upon the 
utility’s premises to inspect, check, and 
examine such property and equipment. 
The commission stated : 


“Were the commission a judicial body 
there is not the slightest doubt but what 
this conduct would be considered from a 
strictly legal standpoint as highly con- 
temptuous and an attempt to improperly 
influence and an obstruction of justice. 
It appears, howeve-, the commission is 
without suitable power to protect itself 
from this campaign of innuendo, villifica- 
tion, and threats of political reprisal. The 
commission will not, however, be moved in 
its actions herein by any consideration of 
the political punishment that may be 
visited upon an elective officer by reason 
of a failure to meet the views of a great 
number of voters. The Public Service 
Commission Act, the decisions of the su- 











preme courts of Montana and of the 
United States have charted the course 
that the commission must pursue in deter- 
mining the reasonableness of rates and it 
is our purpose to follow that course in 
this proceeding notwithstanding that it 
meets with the disapproval of numerous 
voters of Billings and vicinity. Regulation 
of public utilities must not be by intimida- 
tion. Persons who prosecute their causes 
not on the merits, but by threatening our 
personal fortunes, only invite denial of 
their claims. We do not intimate that the 
present complaint is devoid of merit—upon 
that matter we will keep an open mind 
until the evidence and arguments are in 
and the proceeding finally submitted—but 
we do say that it would be regrettable if 
facts, sufficient to carry their own con- 
viction, have their force in anywise di- 
minished by the employment of extraneous 
and improper considerations.” 


Regarding the petition of the com- 
plainants in the instant proceeding, the 
commission decided that its statutory 
authority to conduct proceedings for the 
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determination of the reasonableness of 
utility rates was expressly defined, and 
that it had no power to require a utility 
upon complaint of interested parties to 
prepare an inventory and appraisal of 
its property, or to permit complainants 
or their representatives to go upon the 
utility’s premises and make a check of 
such an inventory for the use of the 
complainants in preparing their case 
against the utility. The commission re- 
garded the Billings Gas Company and 
the Gallatin Natural Gas Company as 
in effect and in contemplation of the 
law one and the same, in view of a prior 
decision of the state supreme court dis- 
regarding the corporate fiction for reg- 
ulatory purposes as between these two 
affiliated natural gas companies. Fowl- 
er et al. v, Billings Gas Co. et al. 
(Mont.) Docket No. 1198, Report & 
Order No. 1614. 
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Corporate Control by Minority Stockholders Condemned 


OME months ago the New York 
Public Service Commission re- 
fused to permit a financing plan to be- 
come effective through its approval of 
security issues of the Lowville Gas Cor- 
poration, whereby the owners of a ma- 
jority of Class B stock, representing an 
investment of less than $4,500, would 
control a corporation having property 
costing about $100,000, and whereby 
owners of the stock who had provided 
over 95 per cent of the capital could 
never come into control of the corpora- 
tion, even if they never received any 
dividends, and the controlling interests 
‘were badly mismanaging the corpora- 
tion. Subsequent to this disapproval, 
the promoter of the proposed utility 
project submitted a new plan whereby 
its own investment would represent less 
than 8 per cent of the cost of the prop- 
erty and it would have corporate con- 
trol to the exclusion of other investors. 
This offer was likewise disapproved. A 
third offer was made to raise the ratio 
of the controlling investment as high 
as 12 per cent of the cost of the prop- 





erty. In a recent case in which the 
opinion was written by Chairman Malt- 
bie the New York commission still re- 
fused to permit corporate control to be 
exercised by such a small minority rep- 
resentation of the total investment of 
the company... 

The point was raised that the pro- 
moter was a holding company interest- 
ed in developing the property which it 
could do efficiently only if it had voting 
control of the local corporation. The 
holding company did not, however, care 
to invest too much money in the project. 
Commissioner Maltbie stated that un- 
less those responsible for the conduct 
of an operating corporation have a sub- 
stantial investment in the property, 
there is a temptation, through manage- 
ment, engineering, and purchasing con- 
tracts to mulct the local corporation 
and to place in the coffers of the hold- 
ing company funds which ought not to 
have been so diverted. Chairman Malt- 
bie stated that it would be better that 
the proposed utility structures should 
never be built than that a financing plan 
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be approved which might easily be 
made to work an injustice to the in- 
vestors. The fact that the New York 
law now subjects holding companies to 
investigation and limited control by the 
commission is no justification for ap- 


proval by the latter of a financing plan 
of an operating subsidiary which is 
fundamentally wrong and invites im- 
proper relations, according to the com- 
mission’s opinion. Re Lowville Gas 
Corp. (N. Y.) Case No. 6783. 


e 
Regular User Will Benefit by Establishment of Service Charge 


HE Wisconsin commission, in line 
with the policy recently adopted of 
requiring rate schedules which will 
benefit the regular user of electricity 
and not discriminate against him in 
favor of the casual user, has revised the 
electric rates of the municipal utility in 
the city of Boscobel so as to require a 
service charge of $1 for both residential 
and commercial service, and a service 
charge of 40 cents per horsepower of 
connected load per month for power 
service. Commissioner David E. Lil- 
ienthal, in a statement concerning this 
decision, points out that as a result of 
the application of such a charge (which 
he aptly terms a “customer’s expense 
charge”) the energy rates have been 
very substantially cut; for example, 
residential service, in which the first 
step was formerly 11 cents for the 
first thirty kilowatt hours has been cut 
to 5 cents for the first twenty kilowatt 
hours. The commission disapproved 
the minimum bill of $1.25 per month 
formerly in effect since it developed 
that 34.1 per cent of the total bills issued 
were for the minimum bill. 
The Commission, in a statement di- 


rected to the customers of the Boscobel 
plant, explains the reasons and pur- 
pose in mind of the commission in 


making the change to a service or - 


customer’s expense charge. The com- 
mission said that an endeavor had been 
made to make the rates as scientific and 
accurate and as beneficial to the custom- 
ers and the utility as possible, that the 
aim of a rate schedule is to insure 
that each distinct group of customers 
pays only a fair share of the total cost 
of providing electric service, and that 
it is well recognized that the costs of 
furnishing electricity do not all vary 
exactly according to the amount of cur- 
rent used, but that the size and amount 
of equipment which has to be installed 
must be sufficient to meet the greatest 
demand for electricity at any one time. 
This, the commission continued, neces- 
sitates expenditures the size of which 
is determined by the peak demand. 
Hence, some electric expenses vary 
according to the size of plant necessary 
to serve customers using energy at the 
time of greatest demand, and this must 
be reflected in rates. Phillips v. Bos- 
cobel. - 
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Wisconsin Commission Overhauls Classification of Accounts 
of Electrical Utilities 


into effect for all Class A elec- 
trical companies operating in Wiscon- 
sin, which is to say all such companies 
having an annual revenue of $250,000 
or more, a revised schedule of account- 
ing classifications as a result of a recent 


O* January 1, 1932, there will go 


61 


order of the Wisconsin commission. 
Heretofore, the Wisconsin commission 
has followed the recommendations of 
the National Association of Railroad 
and Utilities Commissioners in this 
matter. But the recent commission or- 
der lays down certain general principles 
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